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Introduction

This Handbook is designed for use in processing the extension, continuation,
termination, expiration, exchange, and renewal of Federal leases. The
procedures concerning Federal oil and gas leases detailed in this Handbook
require close coordination between Field Office (FO) fluid mineral operations
and State Office (SO) fluid lease adjudication personnel to ensure that
actions affecting the term or continuation of any Federal lease as a result of
field operations, such as drilling or the discovery of oil and gas in paying
quantities, are promptly and correctly handled.

This Handbook generally follows the order of both the regulations found at

43 CFR Subpart 3107 and Manual Section 3107. The first portion of this
Handbook addresses drilling extensions. Section II provides guidance for the
FO fluid mineral operations and SO fluid lease adjudication for actions to be
taken upon first production and cessation of production. Extensions of leases
resulting from the formation of unit agreements and the elimination of leases
in whole or part from a unit agreement or a communitization agreement (CA) are
referenced in Sections III and IV of this Handbook, but the detailed guidance
(including the affects on lease extensions for failure to meet the public
interest requirement for a unit or CA) is contained in Handbook 3105-~1 (for

SO fluid lease adjudication) and Manual Section 3180 (for the FO and SO
personnel supervising unit and CA operations).

Section V of this Handbock provides guidance concerning lease extensions
resulting from approval of assignments and the effect of discovery of oil or
gas on leases that have been subjected to partial assignments. Section VI of
the Handbook cross-references Handbook 3108-1, which deals with extensions
granted in connection with reinstatement of leases. Sections VII and VIII of
the Handbook provide detailed guidance for processing exchange and renewal
lease applications, while Section IX covers other types of lease extensions.

First producticn on or affecting Indian oil and gas leases and drilling and
production aspects concerning lease extensions and termination of Indian
leases that are under BLM FO operations supervision also are addressed in this
Handbook. Sections X and XI provide the FO fluid mineral operations with
general guidance in processing first production memoranda and cessation of
production reports on Indian oil and gas leases and making recommendations to
the Bureau of Indian Affairs (BIA).

Reverse Side Intentionally Blank
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I. Extension by Drilling on Federal Lands

A. General. Lease extension by drilling is only EXTENSION BY
authorized for actual drilling operations that were DRILLING
commenced prior to and are being diligently conducted
over the expiration date of the primary term of the lease.
Such an extension is not available for drilling over the
end of an extended term of any lease issued on or after
September 2, 1960, including any extended term of a lease
by reason of previous drilling extension, segregation of a
lease committed in part to a unit, elimination from a unit
or CA, and similar extensions. An approved suspension of
operations and/or production for any period beginning
before the end of the primary lease term shall serve to
extend the primary term by a period equal to the period of
the suspension. (See Manual Section 3103 and Handbook
3103-1.) A lease may still be eligible for a drilling
extension if drilling operations are conducted over the end
of the primary term even though this lease has previously
been granted an extension for any other reason. However,

a lease in this situation would be eligible for a drilling
extension from the date of the end of the primary term,

not from the date of any extended term. (See Solicitor’s
Opinion of May 17, 1984, at Appendix 1.) For leases issued
prior to September 2, 1960, diligent drilling extensions
may be earned at the end of extended terms, provided the
lease has not been previously extended by production.

(See Ashland 0il, Inc., et al., 79 I.D. 532 (1972).)

BLM MANUAL Rel. 3-291
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B. Determination of Actual Drilling Operationsg. The DETERMINATION
following guidance is to be used in making the determina- OF ACTUAL
tion whether the activities of an operator constitute DRILLING °
actual diligent drilling operations on a lease: OPERATIONS

1. Serious Effort. An essential characteristic SERIOUS EFFORT
of actual drilling operations is when such operations are TO DRILL
conducted in a manner as to be a continuous effort (not
necegsarily the best effort, but a sincere effort) that
an operator seriously looking for oil and gas could be
expected to make in that particular area, given the
existing knowledge of geologic and other factors normally
considered when drilling for oil and gas. The well must
be designed to test at least one potentially productive
oil and gas formation, given the existing knowledge of
geologic factors for the particular area. However, a
lessee has the right under the terms of the lease to drill
at any location on the leased lands that spacing and
environmental factors in the area permit and to drill
(or deepen) to any formation selected in search of oil or
gas. There is no obligation on the part of the authorized
officer (AQO) to gather, study, or evaluate the existing
knowledge of geclogical and other factors, or to inform
the operator of the Bureau’s conclusions at the time
approval is given to drill (or rework). Accordingly, the
approval of the Application for Permit to Drill (APD) does
not indicate any determination that the proposed formation
to be tested will qualify the lease for an extension by
drilling. However, in cases where the AO is aware that
the proposed formation will not qualify as a potentially
productive formation for purposes of a drilling extension,
the AO should so advise the applicant. (See Standard 0il
Company of Texas, A-30137, A-30221, 71 I.D. 257 (1964).

Drilling operations lacking the above characteristic

cannot be deemed actual drilling operations. Actual
drilling operations do not include such preparatory or
preliminary work as grading roads and well sites, drilling
the "rat" hole or moving equipment onto the lease. General
guidelines may be set, but the official interpreting the
facts in each case must use judgment within those
guidelines. (See Solicitor’s Opinion, M-36657,

July 17, 1963, at Appendix 2, and Thelma M. Holbrook et al.,
A-30940, 75 I.D. 329 (1968).

BLM MANUAL Rel. 3-291
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2. Verification of Drilling Operations.
Drilling operations do not have to be inspected precisely

on the expiration date of the lease. Drilling operations
are to be inspected prior to the lease expiration date to
ensure that actual drilling has commenced. However, a
signed statement from the operator, drilling contractor,
or operator’s onsite representative, if the drilling
contractor has not personally witnessed the operations,
certifying that drilling operations were commenced prior
to the lease expiration date, along with supporting
evidence documenting what operations took place on the
last day of the primary term, can be accepted if it is
not practical for the FO operations personnel to timely
inspect the operations.

3. Jugtifiable Cause. Approved cessation of
operations due to severe weather or other justifiable
cause can be counted as diligent drilling for lease
extension if such drilling operations were commenced
before the lease expiration date and are timely resumed
(as determined by the AO) and continued diligently to
completion.

BLM MANUAL
Supersedes Rel. 3-109
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4. Completion Date, Testing, End of Drilling
Operations. In the absence of specific approval by the A0

to delay further work, if no physical or mechanical changes
have occurred in the well for over 60 days, the well

is to be considered completed, suspended, or temporarily
abandoned, and diligent operations shall be considered as
having ceased on the date that last operations were
conducted on the well. When drilling operations are in
progress on the last day of a lease’s primary term (a lease
expires at midnight on a specific date), the drilling
operations must be in progress on that date and must
continue thereafter until a potential target formation is
penetrated. Generally, a well is considered completed
after the first zone that establishes production is
perforated and treated, or after such other completion
methods as are standard in a field are performed and an
initial production test is taken. Subsequent perforating,
fracture acidizing, and testing are normally considered
remedial or workover operations and are not considered as
diligent drilling for purposes of lease extension. If
drilling operations stopped a few hours before the moment
of lease expiration, e.g., at 5:00 p.m. on May 31, 1994,
and this conclusion time was not the end of the initial
production test, with plugging of the hole occurring prior
to the end of the 60-day period, the drilling operations on
the last day of the lease’s primary term would not serve to
extend the lease. Extended periods of testing 60 days
beyond the initial production test normally shall not
qualify as diligent drilling operations. However, in a few
cases, the formation depths and geologic characteristics of
the area may warrant testing in excess of 60 days. Such
extended periods of testing may qualify as diligent
drilling operations for lease extension purposes if
approved in advance by the AO. 1In cases of either a dry
hole or nonproductive well where no production test is
performed, the well is considered completed after 60 days
have elapsed in which no drilling, testing, completing, or
equipping operations have occurred, effective the date that
such operations were last conducted on the well. 1If the
well is plugged prior to the end of the 60-day period, the
effective completion date is the date operations were last
conducted on the well.

BLM MANUAL
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5. Down-hole Equipping. The regulations at DOWN-HOLE
43 CFR 3100.0-5(g) state that actual drilling operations EQUIPPING
include "the testing, completing, or equipping of such
well for production." The term equipping is interpreted
to mean the equipping of the hole (casing, tubing, packers,
pumps, etc.) so that it is capable of producing
hydrocarbons to the surface.
BLM MANUAL Rel. 3-291
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C. Guidance for Drilling a New Hole. In addition to
the guidance under Section I.B, above, the use of a small
rig to spud and set conductor pipe or surface casing prior
to or across the lease expiration date can be considered
as diligent drilling operations if the casing program and
hole size are appropriate for the well objective, the
setting of conductor pipe or surface casing is necessary
for operations in the field or area, and such operations
have been approved in the APD. However, a large or full
sized rig must be moved in later (within 30 days, unless
otherwise approved by the AO) and must continue diligent
drilling operations on the hole until a potential oil or
gas formation is reached. Delays of more than 30 days
must be due to reasons beyond the operator’s control and
must be justified to, and approved by, the RO. Preliminary
activities such as grading of access roads and the drill
site or moving equipment onto the lease commenced prior to
the end of the primary term shall not by itself qualify as
actual diligent drilling operations. (See Burton W.
Hancock, 31 IBLA 18 (1977) and Michigan 0il Company,
A-29828, 71 I.D. 263 (1964).)

BLM MANUAL
Supersedes Rel. 3-109

Keywords

GUIDANCE FOR
DRILLING
NEW HOLE

Rel. 3-291
6/27/94



HE-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Keywords
D. Guidance for Drilling in a Previously Drilled GUIDANCE FOR

Well. In addition to guidance provided under Section I.B, DRILLING IN
above, operations in an old well can only be considered as PREVIOUSLY
actual drilling operations for purposes of lease extension DRILLED WELL
if a drilling rig is on the hole and drilling the new hole

over the lease expiration date. Operations in an old hole

that are designed to attempt completion in a shallower

zone, or that do not lead to deepening of the original

hole, cannot be considered as actual drilling operations.

(See Morton Oil Company, A-27392, 63 I.D. 392 (1956).)

Likewise, plugging operations to abandon a previously

drilled well do not constitute diligent drilling

operations. The hole that is being drilled over the lease

expiration date must be continued with diligence until at

least one new and deeper potential oil or gas formation is

penetrated. However, when continued operations in the old

hole are impossible due to lost tools or other valid

reasons, the skidding of the rig to a new location, in the

same spacing unit, on the lease and the subsequent drilling

of a new well to the objective zone or formation may be

considered as diligent operations, if the new hole is

diligently drilled to a potential oil or gas zone. The

commencement of the subsequent drilling must normally be

within 30 days of the discontinuance of operations in the

old hole. Under this circumstance, the additional guidance

under Section I.C, above, applies.

BLM MANUAL Rel. 3-291
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E. Diligent Drilling in Communitization and Unit DILIGENT
Agreements. Diligent drilling of a well on a committed DRILLING IN

tract within a federally approved CA or unit shall be CA OR UNIT
considered as diligent drilling for each and every AGREEMENT
committed Federal lease. However, to be considered

diligent operations for such agreements and the leases

committed thereto, the well must be diligently drilled to

the formation covered by the CA or to a potentially

productive formation covered by the unit agreement. If

the well has penetrated a potential oil or gas formation

that is not the communitized formation or the formation

specified in the unit agreement, the lease drilling

extension shall apply to the lease where the well is

actually located, but not to any other leases committed to

the CA or unit. Final determination of lease extension by

drilling is not to be made until the public interest

requirement for the CA or unit has been met. However, a

preliminary report is to be submitted to the SO fluid lease
adjudicaticn as soon as possible, so it becomes aware of

possible lease extensions.

BLM MANUAL Rel. 3-291
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F. Reports to SO lease Adjudication. Where actual

drilling operaticons are in progress over the expiration
date of any lease, the AO must submit either a preliminary
or final report to SO fluid lease adjudication. 1If it
appears the drilling operation is one that a person
seriously looking for oil or gas in the area could be
expected to make and operations have reached a legitimate
depth, i.e., a horizon that is potentially productive, a
final report of diligent drilling must be made (see
Illustration 1).

If there is any question in the matter, or if a

well within a communitized or unitized area has not yet
reached a communitized or unitized formation or depth, the
AO’s report should be preliminary and indicate that
operations have commenced that may result in a lease
extension (see Illustration 2). After drilling operations
have been completed, a final report is to be made to the
SO fluid lease adjudication. Where such drilling
operations cause a suspension of operations and/or
production to be lifted, the report must indicate the
precise date the drilling commenced or resumed and the
effect on the suspension. Reports indicating that
extension of a lease is warranted in accordance with

43 CFR 3107.1 need only state that actual drilling
operations were conducted diligently over the expiration
date of the lease. However, if a determination is made
that operations were not sufficiently diligent to qualify
for lease extension, the report must contain sufficient
details to justify this conclusion (see Illustration 3).
This report is to include the following items:

l. The objective formation.

2., The date drilling commenced, and the total
depth and casing run at the time of recommendation.

3. Statement that formations penetrated at that
depth are not considered to be potentially productive of
oil and/or gas.

4. Any other appropriate information that shows
that the operation does not qualify for a drilling
extension under 43 CFR 3107.1.

BLM MANUAL
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G. Rental Requirements. The annual rental payment RENTAL PAYMENT
must be paid on or before the lease anniversary date for REQUIRED FOR
any lease anticipating an extension. (See 43 CFR 3107.1 DRILLING OVER
and 0il Resources Inc., 28 IBLA 394 (1977).) Lessees PRIMARY
should be urged to ensure that such rental payments are LEASE TERM
timely made when drilling operations to extend a lease are
planned, since the lease will automatically terminate by
operation of law in accordance with 30 U.S.C. 188(b) in the
absence of such timely annual rental payment. While the
possibility of lease reinstatement in such instances
exists, the cost to the lessee shall be a ¢onsiderably
higher rental and royalty rate under the Class II
reinstatement requirements. Reinstatement procedures are
provided in Manual Section 3108 and Handbook 3108-1.

If lease termination occurs, pending reinstatement of the
lease, further lease development shall not be authorized,
and production revenues, if any have been cobtained, must be
placed into an escrow account in their entirety (not just
the potential royalty amount), since any drilling and
production after the termination of the lease is
unauthorized until reinstatement of the lease is approved.

BLM MANUAL Rel. 3~-291
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H. Adjudicative Processing - Drilling Extension

Responsible
Official Step

Action

11

LEASES

Keywords

APD 1.
Approving
Officer

3.

Adjudication 5.

Docket 7.

Adjudication 8.

BLM MANUAL

Notify SO lease adjudication whenever
it is anticipated that drilling may be
in progress over the end of the primary
term of a lease. Notification to SO
lease adjudication by a copy of the APD
face sheet, either before or after
approval of the APD, or by some other
method, will ensure that the lease case
is processed properly and not treated
as a routine expiration.

Make the determinations necessary for
leases on or for which drilling
operations were progressing as soon as
possible after the expiration date of a
leagse, following the guidance provided
in the Sections I.B through I.G, above.

Send the appropriate report to SO lease
adjudication (see Illustrations 1, 2,
and 3).

If a determination is made that the
operations were not diligent, see

Step I.I.3, in the next section of this
Handbook.

Receive evidence of payment of the 6éth
or 1lth year rental from the Minerals
Management Service (MMS), or other
evidence that lease may be extended
due to diligent drilling over the
expiration date.

Charge lease case file to Adjudication.

Determine if sufficient rental is
received and if there is any indication
that the lease is eligible for an
extension. If no notification from FO
operations personnel has been received,
request a report on diligent drilling
performed on the lease or in the
communitized area or unit to which the
lease is committed.

Supersedes Rel. 3-109

NOTIFICATION
OF POSSIBLE
EXTENSION

VERIFICATION
OF POSSIBLE
EXTENSION
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Responsible
Official Step Action Keywords
Field Office 9. Report to SO lease adjudication any DILIGENCE
Operations drilling operations diligently REPORT -
performed that allow lease to be EXTENSION
extended. If drilling activities do GRANTED
not warrant lease extension, see Step
I.I.1, in the next section of this
Handbook.
Docket 10. cCharge lease case file to Adjudication.
Adjudication 11. 1Issue decision to lessee extending term DECISION
of lease for 2 years. EXTENDING
LEASE TERM
1la. EXAMPLE: For a lease expiring
May 31, 1994, the 2-year extension
period begins June 1, 1994, and
ends at midnight May 31, 1996
(see Illustration 4).
12. Transmit copy of decision to MMS, Data
Management Division (DMD}, to indicate
new lease expiration date.
l2a. If for any reason, the lease has
been removed from the MMS-DMD
automated system, prepare an
accounting advice to reactivate
the lease in the Common Reference
Database (see Illustration 5).
ALMRS Entry 13. Update Case Recordation as follows: AUTOMATED
NOTATION
13a. Enter Action Date (MANDATORY
ACTION CODE): Date of decision
extending lease; DE 1775 Action
Code 258/DE 2910 Action Code 235;
Action Remarks: THRU MM/DD/YY;
DIL DRLG; and
13b. Enter Action Date (MANDATORY
ACTION CODE): Date extended
lease expires; DE 1775/2910
Action Code 763.
BLM MANUAL Rel. 3~-291

Supersedes Rel. 3-109
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I. Adjudicative Processing - Determination of No Diligence

Responsible
Official

Step

Action

Keywords

Adjudication

Docket

Adjudication

ALMRS Entry

Adjudication

ALMRS Entry

Adjudication

BLM MANUAL

Supergedes Rel.

1.

2.

3.

4.

Receive report from FO operations that
lease operations are not diligently
pursued or report of other noncom-

pliance (see Daisy Hook, et al.,
21 IBLA 147 (1975) and Illustration 3).

Charge lease case file to Adjudication.

Issue decision to lessee holding that
lease expired with 30-day right of
appeal (see Illustration 6).

Update Case Recordation (if not already
indicated through the BLM/MMS Automated
Data Transfer process):

4a. Enter Action Date (MANDATORY
ACTION CODE): Date lease expired;
DE 1775 Action Code 762/DE 2910
Action Code 234; Action Remarks:
NO DIL DRLG.

After 30-day appeal period has expired,
prepare accounting advice to authorize
refund of rental by the MMS-DMD (see
Illustration 7). If an appeal is filed,
see Handbook 3100-1, Chapter 1.

Enter Action Date: Date refund
authorized for 6th/llth year rental;
DE 1775 Action Code 092/DE 2910 Action
Code 379; Action Remarks: Amount;
6TH/11TH RENT.

Route case file for records update and
competitive processing.

Reverse Side Intentionally Blank

3-109

NONDILIGENCE
REPORT /
EXTENSION
DENIED

AUTOMATED
NOTATION

RENTAL
REFUND

AUTOMATED
NOTATION

Rel. 3-291
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Kevwords
II. Production on Federal Lands
This section of the Handbook contains procedural EXTENSION BY
guidelines for leases and unit agreements and CA‘s that PRODUCTION
become producing, including the preparation of the first
production memorandum, and guidelines for leases and CA‘s
on which production has ceased.
A. First Production

1. Production in Paving Quantities. The term PRODUCTION

"production in paying quantities” refers to actual lease IN PAYING

production or the capability of lease production of oil or QUANTITIES
gas in sufficient value to exceed operation costs. In

most Bureau offices, production figures of certain amounts
(e.g., 75 thousand cubic feet (MCF) of natural gas or

10 barrels of oil daily) may be used to determine that a
well is capable of producing in paying quantities without
detailed analysis. Such standards are normally set locally
based on historical economic experience for the location.
Where such standards do not exist, or where the particular
well location may make the application of such a standard
inappropriate (e.g., a remote gas well many miles from any
pipeline), or where the production tests show a potential
daily production below the local standard, the RO must
analyze the potential production to determine whether the
well is capable of producing in paying quantities.
Appropriate costs are to be deducted from the gross
production income to determine profitability. Whether a
well is capable of production is to be determined from

the following guidelines:

BLM MANUAL Rel
Supersedes Rel. 3~-109

. 3-291
6/27/94
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Keywords

a. Costs to be included are Government GUIDELINES FOR
royalty or minimum royalty; production payments or DETERMINATION
overriding royalties; administrative expenses, including OF PRODUCTION
reasonable overhead charges (not to exceed 10 percent of IN PAYING
total operating costs); labor and repairs; certain taxes QUANTITIES
(such as State severance taxes, but excluding Federal
income taxes); and other routine, ordinary costs of
maintaining the lease, producing the wells, and marketing
the products, such as expected ordinary expenses for
workovers and equipment replacement. Minimum royalty and
other annual holding costs may be applied in 12 equal
parts on a monthly basis, and workover or similar expenses
may be prorated over the time between such operations. The
cost of capital equipment for the well operation, such as
holding tanks and lateral pipelines, may be prorated over
the expected well life, congidering similar wells in the
game vicinity. (See Kerr-McGee 0il Industries, Inc.,
et al., A-30481, 73 I.D. 110 (1966).) Note that paying
well determinations under a unit agreement must also
include the capability of the well to recover drilling and
completion costs.

b. Costs to be excluded are drilling and
completion costs of the well (except under a unit
agreement); depreciation on equipment; and extraordinary
expenses for pipeline construction, workovers, or
equipment replacement resulting from unforeseen
consequences such as fire or landslides.

. For a lease to be continued by
production, it must contain a well capable of producing
oil and/or gas in paying quantities. This is a well that
is actually in condition to produce in pPaying quantities.
With oil wells, this normally includes all the equipment
required to produce the o0il from the well. Essentially,
the well could produce by "throwing the switch on." The
possibility that there is production in paying guantities
behind the pipe for a zone that has not been completed and
tested, or the possibility that. further production could
be obtained from the zone in which the well is completed,
if that zone were treated or stimulated, are not in
themselves sufficient reasons to consider the well capable
of production in paying quantities. (See United

Manufacturing Company et al., A-27608, 65 I.D. 106 at
111-115 (1958).)

BLM MANUAL Rel. 3-291
Supersedes Rel. 3-109 6/27/94
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d. A lease is producing in paying
quantities if, under all relevant circumstances, a prudent
operator would continue to operate a well for the purpose
of making a profit and not merely to hold the lease for
possible future use or for speculation. If the well
operator begins producing the well immediately and sells
the production to a refinery or a pipeline, the AO should
infer that such production is in paying quantities. 1If
the RO feels that the well is being produced solely to
hold onto the lease for future use or speculation rather
than to make money, a detailed analysis of the
profitability is to be made before reporting the lease
to be capable of production in a first production
memorandum.

2. Date of First Production. The date a well
is first capable of production in paying quantities is
critical to rental or royalty obligations and is of extreme
importance, in some cases, for determining whether a given
lease remains valid. 1If the capability to produce in
paying quantities occurs subsequent to lease expiration,
the lessee may lose the lease and the hope for eventual
profitable return from the investment in drilling the well,
as discussed below.

The need to establish producibility prior to an expiration
date becomes especially important whenever the lease
involved is beyond its primary term and is not eligible for
any further drilling extension. Two examples where the
date of first production will be critical are: (1) the
lease has previously been extended by drilling, but proved
nonproductive at total depth, and the operator tries to
complete the well at a shallower depth just before the end
of the 2-year lease extension; and (2) a marginal well is
completed in a producing unit on a lease that was
eliminated from & unit by contraction and the operator must
establish production before the end of the 2-year extension
of the lease that resulted from the unit contraction.

BLM MANUAL
Supersedes Rel. 3-109

Keywords
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In such cases, the leaseholder is responsible to be aware
of the need to establish production or the capability of
production in paying quantities prior to lease expiration.
In these situations, where the lease is beyond its primary
term and is not eligible for any further extension, a well
must be capable of production in paying quantities on or
before the day the lease would otherwise expire.
Therefore, when the A0 is aware that an operator is
conducting operations shortly before such a lease would
otherwise expire, close monitoring of the well is
appropriate to ensure that operations do not occur after
the lease expiration date until the AO has determined that
the well was capable of production in paying quantities
prior to the expiration.

The date the well is capable of production (whether or not
the well is put on line immediately for actual production)
is to be indicated as the date of well completion in the
first production memorandum. That date is the date used by
SO fluid lease adjudication and the MMS as the effective
date for conversion of the lease from a terminable
(nonproducing) status to a nonterminable (producing/royalty
or minimum royalty) status. For natural gas, this will
ordinarily be the date that the initial production test

was run, assuming the gas flows from the well naturally.
However, if additional equipment, such as a pumping unit,
is required for the well to be physically capable to
produce, the completion date will be the date such
equipment is installed and is usable.

3. Eirst Production Memorandum. The following FIRST
guidelines apply to wells on Federal oil and gas leases or PRODUCTION
communitized ancd unitized areas that include Federal MEMORANDUM
leases or lands. PREPARATION

A first production memorandum (FPM) is used to identify
the completion of the first well on a lease considered to
be capable of production in paying quantities where the
productive zone is already known to produce hydrocarbons
in paying quantities in the area (see Illustration 8). A
FPM is also required upon completion of the initial well
under a unit agreement or CA involving Federal lands, even
if previous first production memoranda have been written
for any of the individual leases committed to the
agreement. The FPM is the method used to transfer leases
(in whole or in part) from terminable (nonproducing) status
to nonterminable (producing/royalty or minimum royalty)
status.

BLM MANUAL Rel. 3-291
Supersedes Rel. 3-109 6/27/94
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The RO is responsible for monitoring new well completions
or recompletions on Federal and Indian lands leases, and on
unitized/communitized areas involving Federal lands. (See
Sections X and XI of this Handbook for Indian lands
leases.)

A FPM must be prepared promptly in all cases where Federal
lands are directly involved, i.e., where the well is
located on the Federal leasehold or on nonfederal lands
communitized or unitized with Federal lands. Accordingly,
the AO must monitor all new well completions and
recompletions on Federal oil and gas leases and on
nonfederal lands within all unitized or communitized areas
that include Federal lands. The FPM is to contain the
operator‘s name, well identification and location,
pertinent geological data, the initial potential test data,
and, if possible, a paying well determination. Within

10 days of receipt of the Well Completion or Recompletion
Report and Log (Form 3160-4), prompt completion and
transmittal of the FPM to the MMS-DMD is required (see
Step I1l1.A.3.e, kelow). The SO fluid lease adjudication
algso must receive a copy of the FPM to document the lease
case file.

Entry of the appropriate action codes into Case Recordation
also is required within 5 working days of completion of the
FPM by the office that is delegated the responsibility
within each BLM State. Appendix 3 provides the guidelines
for entering all the production-related minimum mandatory
action codes in ALMRS Case Recordation, e.g., DE 1775/2910
Action Code 643, PRODUCTION DETERMINATION; DE 1775 Action
Code €644/DE 2910 Action Code 658, MEMO OF 1ST PROD-ACTUAL;
DE 1775/2910 Action Code 650, HELD BY PROD-ACTUAL, etc.

a. Preliminary Determination of Paying
Quantitieg. If the AO cannot initially determine from
the initial potential test data and other available
information that the well is capable of production in
paying quantities, a comment to this effect is required
in the "Remarks" section of the FPM. When this occurs, a
supplemental report must follow within 120 days of receipt
of sufficient information to determine the capability of
the well. 1If oil is produced during testing of a well on a
lease that is determined not to be capable of production in
paying quantities, a notice must be sent to the MMS-DMD of
the potential royalty obligation so that the MMS can set up
a temporary account for such test oil or other products.
In this situation, the lease account is not transferred to
a minimum royalty status.

BLM MANUAL
Supersedes Rel. 3-109
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b. Reporting Initial Completion in Unit or INITIAL
Communitized Areas. A Federal oil and gas lease may COMPLETION
be extended past its primary term by commitment to a IN UNIT OR
federally approved unit or CA if a well is completed on CA AREA

a committed tract that is capable of producing
unitized/communitized substances in paying quantities
prior to the expiration date of the lease. Production in
such quantities on any committed tract within the agreement
area is considered to be on or for the benefit of each
committed lease. Accordingly, a FPM (see Illustration 8)
must be prepared promptly after the completion of the first
unit or communitized well capable of producing unitized or
communitized substances in paying quantities. Even if the
first production in the unit does not qualify as a well
capable of producing unitized substances in paying
uuanLLt;es, a FPM must be prepared if the well is or may
“be capable of production in paying quantities on a lease YATES DECISION
basis. This is required because the Interior Board of

_ﬁ Land Appeals (IBLA) has concluded that a well capable of
production in paying quantities on a lease basis, which is
completed on a committed tract within a unit agreement will
extend the term of all expiring Federal leases committed to
the unit agreement for the term of the agreement and/or for
so long as the well is capable of production in paying
quantities. (See Yates Petroleum Corp. et al., 67 IBLA 246
(1982).) For the ALMRS Entry, see Appendix 3, page 32.

€. Reporting Subsequent Completions in Unit SUBSEQUENT
Areas. A FPM must be prepared for any subsequent unit well COMPLETION

completion that establishes production in paying quantities REPORT IN
for the first time on a lease within a unit area. The FPM UNIT AREA
will serve to set up a lease account for royalty purposes

prior to establishment of a participating area (PA) and

Place the entire lease in minimum royalty status if the

well is determined to be nonpaying on a unit basis, but

capable of leasehold production in paying quantities. If

a PA is established, the MMS would adjust the lease account

so that only the acreage being allocated production would

be in minimum royalty status.

BLM MANUAL Rel. 3-291
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d. Distribution of FPM. Copies of all DISTRIBUTION
FPM’s are distributed within both FO and SO fluid mineral OF FIRST
operations and to SO fluid lease adjudication. The FO/SO PRODUCTION

fluid mineral operations (as delegated the responsibility MEMORANDUM
within each BLM State) also is responsible for notifying

the MMS-DMD, as discussed below. Intra-FO operations (or

intra-sO, where not delegated) notification of first

production must include all affected organizational

entities. If the well is located on a lease that is

located in more than one BLM District, a copy of the FPM

also must be sent to all other affected District Offices.

Copies of the FPM's also are distributed to other BLM

offices, as appropriate or as may be requested.

e. Coordination with MMS-DMD. At the time TRANSMITTAL

each lease or agreement (communitization or unitization) OF FIRST

becomes productive, the FO/SO fluid mineral operations (as PRODUCTION
delegated the responsibility within each BLM State) must MEMORANDUM
provide a copy of the FPM to the MMS-DMD (P.O. Box 5760, TO MMS-DMD

Mail stop 3112). 1In accordance with the requirements of
the BIA/BLM/MMS Memorandum of Understanding, receipt by the
MMS-DMD must occur within 10 days of receipt of the Form
3160-4 by the FO/SO fluid mineral operations. The MMS-DMD
also must be provided a copy of the approval letter for
unit or communitization agreements upon approval of such
agreements by the AO as notification of a new approval.

In those instances where there is nonunitized production
within the boundaries of an agreement, the MMS-DMD must

be clearly advised of these circumstances. The MMS-DMD
also must be advised of any circumstances where unitized
lands are communitized with nonunit lands, i.e., with lands
within the unit area but not committed to the unit plan, or
with lands outside but adjacent to the unit area. Also,
the MMS-DMD must be provided information concerning any
overlapping or concurrent unit areas, communitized areas,
and unit PA’‘s.

BLM MANUAL Rel. 3-291
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B. Adjudicative Processing (First Production - Federal Leasesgs Only)

Regponsible
Official

Step

Action

Kevywords

Field Office
Operations

Unit
Operations
Supervisor

Adjudication

Docket

Adjudication

BLM MANUAL

1.

3.

4.

5.

Provide SO lease adjudication with FPM
as soon as determination is made that
the initial well on the lease, or in a
communitized area or unit, is capable
of producing in paying quantities.

Provide SO lease adjudication with
approval of any unit PA, showing the
the effective date of the PA, and
whether it is the first initial unit
PA. Approval of the first initial
unit PA will cause the accounts of all
the previously nonproducing leases
committed to the unit to be transferred
from terminable (nonproducing) status
to nonterminable (producing/royalty or
minimum royalty) status in the MMS-DMD
system. Any subsequent PA that has an
earlier effective date than the first
initial PA is to be highlighted, to
ensure that the automated records are
updated/corrected and that the MMS-DMD
is advised of the correct production
date.

Order appropriate case files from
Docket. The FPM’s for CA‘s must
indicate what Federal leases are
affected. For initial unit wells

or initial PA‘s, this includes all
committed unit leases. For
subsequently approved PA’s, only the
case files of the leases with lands in
the PA are required for processing.

Charge case files to Adjudication.

Review case file or abstract to
determine whether the lease has ever
been subject to segregation by partial
assignment; if so, the leases embracing
the segregated portions of the original
lease are to be extended for 2 years
from the date of discovery.

Supersedes Rel. 3-109
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Responsible

Official Step

Action

Kevywords

ALMRS Entry

BLM MANUAL
Supersedes Rel.

10.

Make sufficient copies of the FPM for
processing the other leases for
extension as indicated in Step V.A.2.b,
below.

Prepare notice to lessee of transfer
of lease account from terminable
(nonproducing) to nonterminable
(producing) status in MMS~DMD, as
appropriate (see Illustration 9).

For unitized leases, the following
guidelines apply:

8a. If an initial PA has been
approved, the accounts for all
committed leases in the entire
unit area are transferred from
terminable (nonproducing) to
nonterminable (producing) status.

8b. 1If an initial unit well has been
completed and determined to be
producible but any PA determina-
tion is still pending, the account
for the lease with the well, if
Federal, is transferred from
terminable (nonproducing) to
nonterminable (producing) status.
The accounts for all other leases
Paying rental will remain in
terminable status, with the case
files suspended to ensure the
leases are not terminated pending
a final determination.

OPTIONAL: Stamp outside of case file
"PRODUCING LEASE" to indicate that
lease is held by actual or allocated
production, or by location in a
producing unit.

Update ALMRS Case Recordation as
follows, in accordance with the current
data standards:

3-109

NOTICE TO
LESSEE

AUTOMATED
NOTATION

Rel. 3-291
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Responsible
Official Step Action

Kevwords

10c.

BLM MANUAL
Supersedes Rel. 3-109

Enter Action Date (MANDATORY
ACTION CODE): Date of production
determination (date FPM was
signed); DE 1775/2910 Action Code
643; Action Remarks: Numeric tie
to appropriate action code listed
below (see Appendix 3); and

Enter Action Date (MANDATORY
ACTION CODE): Date of first
production on lease (see Appendix
3); DB 1775/2910 Action Code 650;
and

Enter Action Date (MANDATORY
ACTION CODE): Date of first
production (actual) on lease from
FPM (see Appendix 3); DE 1775
Action Code 644/DE 2910 Action
Code 658; Action Remarks:

Numeric tie to Action Code 643,
and enter well number and, if
applicable, serial number of PA
or CA; OR

Enter Action Date (MANDATORY
ACTION CODE): Date of first
production from off-lease well
(see Appendix 3); DE 1775/2910
Action Code 651; and

Enter Action Date (MANDATORY
ACTION CODE): Date of first
production (allocated) from FPM
rendering lease as in producing
status (see Appendix 3); DE 1775
Action Code 645/DE 2910 Action
Code 660; Action Remarks:
Numeric tie with Action Code 643
and enter serial number of PA or
CA; OR

Enter Action Date (MANDATORY
ACTION CODE): Date lease is held
by location in a producing unit
(lease is committed to unit but
does not have actual or allocated
production - see Appendix 3); DE
1775/2910 Action Code 653; and

AUTOMATED
NOTATION

AUTOMATED
NOTATION

AUTOMATED
NOTATION

Rel. 3-291
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Responsible

Official Step Action

Keywords

Docket

BLM MANUAL
Supersedes Rel.

Enter Action Date (MANDATORY
ACTION CODE): Date lease is held
by location in a producing unit
(see Appendix 3); DE 1775 Action
Code 654/DE 2910 Action Code 659;
Action Remarks: Numeric tie with
Action Code 643 and enter unit
serial number; and

Enter Action Date {MANDATORY
ACTION CODE): Date lease account
is transferred from terminable
{nonproducing) to nonterminable
(producing) status, i.e., date of
first production stated in FPM);
DE 1775 Action Code 057/DE 2910
Action Code 102.

Only one of the three DE
1775/2910 Action Codes 650, 651,
or 653 is to be indicated on a
lease at any given time to
indicate the current, primary
status of production.

l1l. File case file with active cases.

3-109

AUTOMATED
NOTATION
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C. Cessation of Production
l. General. In order for any lease to be CESSATION OF
continued beyond its fixed term by production, it must be PRODUCTION
capable of producing oil and/or gas in paying quantities
or be committed to a CA or unit agreement that is capable
of production in paying quantities. Therefore, the RO is
responsible for monitoring monthly production reports for
this purpose. Close monitoring is especially important
for leases passing out of a fixed term (at the end of
either the original primary term or a definite extended
term) into a status where the lease term continues only
because of the lease’s capability to produce ocil and/or
gas in paying quantities.
Equally important is close review of the status of leases REVIEW STATUS
that have been committed to producing oil and/or gas OF LEASES WITH
unit agreements for some time, but that are eliminated MARGINAL WELLS
by a unit contraction and contain marginal wells. The WHEN LEASES
capacity of such leases to produce, while not critical ARE CONTRACTED
when the lease was located within the producing unit, OR ELIMINATED

becomes critical upon elimination from the unit. Extended FROM UNITS
delays in processing unit contractions, such as due to

workload delays or extended suspensions of drilling or

production requirements, causing the processing of a

contraction long after its effective date, would justify

close examination of all wells within a unit area prior to

the elapse of a five~year period from the earliest

effective date of any approved PA.

Leases that cannot be profitably produced due to a
temporary lack of market or unusually low prices for a
period of time may occasionally be shut in or granted a
suspension of production to ensure their future
availability. The cessation of production envisioned by
the following discussion is the situation when a lease
would not be capable of producing regardless of the
market/unusual price conditions that are occurring. For
purpcses of discussion, the word "lease" in this discussion
also refers to unit agreements and CA’s.

Lease production for communitized or unitized areas means
production from the formation that is communitized or
unitized.

BLM MANUAL Rel. 3-291
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2. When Production Has Ceagsed. Whenever DETERMINATION
production reports indicate that a lease that previously OF REASON
had been producing quantities of oil and/or gas has ceased FOR CESSATION
to produce, the AO must determine whether the apparent OF PRODUCTION

cessation of production has been caused by the depletion
of the reservoir, or whether the lease is still capable of
production in paying quantities but is not producing for
mechanical reasons, or is shut in for other reasons.

a. Determination That Lease is Capable of DETERMINATION

Production. Unless the information available to the AO THAT LEASE IS
clearly indicates that the cause of nonproduction is the CAPABLE OF
depletion of the producible reserves (which would be the PRODUCTION
case when production reports reveal a clear decline in IN PAYING
production to a level where the potential revenue would QUANTITIES

not exceed the operating costs), the AO is to infer that
the lease is still capable of production, but has been

shut in for valid reasons by the operator. However, if the
AO believes there is no valid reason for the lease to be
shut in, the operator shall be ordered to place at least
one well on the lease in a producing status within 60 days
of receipt of such notification in accordance with 43 CFR

3107.2-3.

b. Determination That Lease is Not Capable DETERMINATION
of Production. If the AO concludes from the information THAT LEASE IS
available that the lease may not be capable of production NOT CAPABLE OF
in paying quantities, the operator shall be advised of PRODUCTION
this conclusion and given the opportunity to show that the IN PAYING
lease is capable of producing in paying quantities or to QUANTITIES

commence reworking or drilling operations to restore
production in paying quantities to the lease (see Illustra-
tions 10, 11, and 12). (See Max Barash et al., 6 IBLA 179
(1972).)

The lease shall not terminate, however, if the operator REWORKING
can demonstrate by well test or otherwise that the lease is OR DRILLING
physically and mechanically capable of producing leasehold OPERATIONS
substances in paying quantities. When an operator requires TO RESTORE
more than 60 days to run the necessary tests or to restore PRODUCTION -

production in paying quantities from the zone that REQUEST FOR
previously produced, upon request, if the operator EXTENSION
presents justifiable reasons for the extended time, the OF TIME

AO may permit a longer time for "mechanical repair®" and/or
testing in the formation(s) from which production had been
occurring.

BLM MANUAL Rel. 3-291
Supersedes Rel. 3-109 6/27/94



28

H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF

Operations to rework the well for production from another
zone or the commencement of drilling operations on another
well to restore production must be commenced within 60 days
from the date of receipt of the letter (see Illustration
10, 11, or 12), absent an approved suspension of operations
and/or production. To accomplish the demonstration or
showing that the well is capable of production in paying
quantities, the operator may be allowed mechanical repair
work to reestablish or increase production for the well
test. Although it is difficult to differentiate between
"mechanical repair” and "reworking,"™ the AO should allow
any type of mechanical repair work necessary to physically
reestablish or increase production from the existing
productive interval during any extended period allowed for
testing. Allowable mechanical repair work includes, but is
not limited to, correction of any of the following: pump
malfunctions, parted rods, casing leaks or collapse, and
plugged screens or perforations.

In the absence of an acceptable showing that the lease is
capable of producing in paying quantities or of reworking
or drilling, the lease shall be considered terminated by
operation of the law as of the date the operator receives
the letter (Illustration 10, 11, or 12).

¢. Unsuccegsful Operations. If reworking
or drilling operations are timely commenced within the

60-day period following cessation of production and are
subsequently unsgsuccessful in restoring the lease to
production in paying quantities, the lease shall terminate
on the date that such operations ceased. If this date
cannot be specifically determined, the AO shall assume that
operations ceased on the last day of the month in which the
last operations were conducted. If the operator takes no
action in resporise to the 60-day letter, the date of last
production is the date the operator received the letter.

BLM MANUAL
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d. Operator’s Notice to Abandon. If, as
a result of receipt of a 60-day letter from the AO, an

operator files a Notice of Intent to Abandon (NIA) a well
that is currently in a nonproducing status and is the

last producible well, the date of last production is to be
considered the date the operator received the letter. 1In
approving the NIA, the AO is to remind the operator of

any remaining. time to commence reworking or drilling
operations, pursuant to 43 CFR 3107.2-2. If such
operations are performed and are unsuccessful in restoring
the lease to production in paying quantities, the lease
shall terminate on the date such operations cease. If the
date cannot be determined, the AO is to assume that
operations ceased on the last day of the month in which
the last operations occurred.

However, if an operator files a NIA for the last producible

well on a lease before the AO informs the cperator of a
determination that the lease is probably not capable of
producing in paying quantities, the AO shall inform the
operator by certified mail that the lease will terminate
as of the date of receipt of such notification unless
appropriate reworking or drilling operations are commenced
within 60 days of receipt of the notification to restore
production to the lease.

3. When Production Has Declined.

4. Review for Production in Paving
Quantitjes. The FO operations personnel are to review all
leases routinely, especially those in or entering an
extended term due to production, so that such leases and
agreements can be timely terminated as required. Illus-
tration 13 describes the method to be used in determining
whether a lease remains capable of production in paying
quantities. 1In the absence of information to the contrary,
whenever an operator produces a lease on a regular or
sustained basis (at least 15 days every month except when
shut in for mechanical or adverse weather conditions), the
AO may assume that such lease is capable of production in

raying quantities. If this is the case, a detailed economic

analysis normally will not be required. However, when
production from a lease in its extended term by production
declines to a level that clearly appears to be nonpaying,
the AO shall send the operator a certified letter similar
in format to that shown in Illustration 14, 15, or 16.

BLM MANUAL
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b. Unsuccessful Operations. If, within
the 60-day period following receipt of the letter (Illus-
tration 14, 15, or 16), the operator commences reworking
or drilling operations timely on a lease that is continued
solely by production, but those operations are not
diligently pursued or the operator is unsuccessful in
restoring the lease to production in paying quantities,
the lease will terminate on the date that such operations
ceased. If this date cannot be determined, the AO shall
assume that the operations ceased on the last day of the
month in which the last operations were conducted.

C. Operator‘’s Notice to Abandon. 1If, in
response to the letter (Illustration 14, 15, or 16), an

operator files a NIA to abandon the last producible well

on the lease, the date of receipt of the letter by the
operator is to be considered the date the lease was no
longer capable of producing in paying quantities. The
lease is to be considered terminated as of such date,
unless reworking or drilling operations to restore
production on the lease are timely commenced and diligently
pursued (or unless the lease is extended as a result of the
termination of an agreement).

When an operator files a NIA for a well that is currently
producing and it is the last producible well on a Federal
lease, and the operator has not received a letter in the
format of Illustration 14, 15, or 16 for that well, the AO
must inform the operator by certified mail that the lease
shall terminate as of the date of receipt of such
notification unless appropriate reworking or drilling
operations are commenced within 60 days of receipt of the
notification to restore production to the lease.

BLM MANUAL
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4. When Well is Shut In.

a. Shut-in Well. For the purposes of this
Handbook, a shut~-in lease is defined as a lease with a
nonproducing well that has been accepted by the AO as
physically and mechanically capable of production in paying
quantities, and is the only well or remaining well on the
lease. Such a well may be shut in following its original
completion (and the preparation of a FPM if it is the first
completed producible well on the leasehold), such as when
the well is located in an area remote from a marketing
outlet. Or, a well may be shut in following a period of
actual production in paying quantities of oil and/or gas,
due to such factors as equipment failures, marketing
rollbacks, or required balancing due to past
overproduction. No lease shall be extended beyond its
primary or fixed term by a shut-in well unless the AQ is
satisfied that the well remains capable of producing oil
or gas in paying quantities based on a recent test of the
well (see Illustration 13).

b. Annual Testing to Justify Continued
Shut-in Status. Operators of leases in their extended

term that are continued solely by reason of a shut-in well
(or wells) shall be required to test at least one well on
the lease every year to confirm that the lease remains
capable of production in paying quantities. Further, each
operator shall be required to submit data annually to show
that construction of the necessary marketing facilities or
marketing of the oil and/or gas is not economically
feasible. At times, requiring annual one-point or
four-point backpressure tests for gas wells with no
pipeline connection could conflict with State orders
against flaring. Under these circumstances, the AO may
waive the annual test requirement where other available
information indicates the well‘’s producing capabilities.
However, data must still be submitted annually to show that
it is not economically feasible to construct the necessary
marketing facilities. Any letter requiring the operator
to perform the well test and/or to submit economic
justification for continuing shut-in status shall advise
that failure to perform the well test or provide sufficient
economic justification will cause the BLM to assume that
the lease is not capable of production in paying quantities
(see Illustration 17). If the operator fails to perform
the well test or does not provide economic justification,
the AO shall send the operator a letter advising the
operator of the 60-day reworking/drilling requirement (see
43 CFR 3107.2-2). (See Illustrations 10, 11, and 12.)
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c. Negative Well Tegst. Where the well
test fails to show that the lease contains a well that is

capable of production in paying quantities (see Illus-
tration 13), the AO shall send a certified letter to the
operator providing notification of the A0’s determination
that the lease no longer contains a well capable of
production in paying quantities. The letter shall advise
the operator of the right to rework or drill within 60 days
of receipt of such notification, and shall indicate that
failure to perform such operations shall result in lease
termination, effective the date of receipt of the letter.
If reworking and drilling operations commenced within the
60-day period are unsuccessful in restoring the lease to
production in paying quantities, the lease shall terminate
on the date that such operations cease. If the specific
date cannot be determined, the AO is to assume that
operations ceased on the last day of the month in which
the last operations were conducted.

d. Placing Lease on Production. Where the

lease contains a well that has been shown by well test to
be capable of production in paying quantities, the
operator may be required, as previously described, to
submit data that justifies allowing the well to remain
shut in. However, when the RO determines that the
economics justify constructing appropriate sales
facilities and there is no valid reason for the well being
shut in, the AO will send the operator a 60-day notice by
certified mail to commence the necessary actions to place
the lease on production or provide BLM additional
acceptable justification for not doing so. The subsequent
decision letter to terminate the lease for failure to
place the lease on production must contain a statement
that the lessee has the right to appeal the decision.

e¢. Operator’s Notice to Abandon. If, in

response to the letter (Illustration 17), an operator
files a NIA to abandon the last shut-in producible well on
the lease, the date of receipt of the letter is to be
considered the cdate the lease was no longer capable of
production in paying quantities. The lease is to be
considered terminated as of that date, unless reworking

or drilling operations to restore production to the lease
are timely commenced and diligently pursued (or unless the
lease is extended as a result of the termination of an
agreement).
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When an operator files a NIA for a well that is currently
shut in and it is the last producible well on a Federal
lease, and the operator has not received a letter from the
RO for that well requiring tests or justification for not
placing the well back into production (Illustration 17),
the RO must inform the operator by certified mail that the
lease will terminate as of the date of receipt of such
notification unless appropriate reworking or drilling
operations are commenced within 60 days of receipt of the
notification to restore production to the lease.

S. Preparation of lLast Production Memorandum.
Whenever the proccedures described above result in a

determination that the well is no longer capable of
production in paying quantities, and no other production
occurs on or is allocated to the lease or CA, the AO shall
timely prepare a Last Production Memorandum and forward it
to the MMS-DMD (P.O. Box 5760, Mail Stop 3112) and to the
SO fluid lease adjudication (see Illustration 18).
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D. Adiudigcative Procesging (Last Production/Cessation of
Production - Federal lLeases Only)

Responsible
Official

Step Action

Keywords

Adjudication

ALMRS Entry

BLM MANUAL

1.

Receive Last Production Memorandum
from the FO operations staff.

If the lease is not otherwise extended,
and is not within its primary or other
extended term, prepare decision to the
lessee, with the right of appeal,
holding that lease is terminated.
Advise in the decision that the bond is
to remain in force and effect until all
rents and royalties have been paid and
final abandonment of all wells,
including reclamation, has been
approved (see Illustration 19).

Suspend case file appropriately for
30-day appeal period.

If the lease continues in force because
it is still in its primary or an
extended term, prepare an appropriate
decision for the lessee (see Illustra-
tion 20).

If the lease will be extended by
termination of a CA or unit, or
contraction from a unit, because of
cessation of production, see Handbook
3105-1, Section IV.B, for processing.

If the lease terminated, route case
file for records update and competitive
leasing following the appeal period.

Update ALMRS Case Recordation using
the current data standards:

7a. Enter Action Date (MANDATORY

ACTION CODE): Date of last actual
production (see Appendix 3); DE
1775/2910 Action Code 646; Action
Remarks: Numeric tie to Action
Code 643, and enter well number
and, if applicable, serial number
of PA or CA; OR

Supersedes Rel. 3-109

EVIDENCE OF
CESSATION OF
PRODUCTION

LEASE
TERMINATION
DECISION

AUTOMATED
NOTATION
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Responsible

Official Step Action Kevwords

7b.

7d.

Te.

BLM MANUAL
Supersedes Rel. 3-109

NOTE: Remove DE 1775/2910 Action
Code 650.

Enter Action Date (MANDATORY
ACTION CODE): Date of last
production allocated to lease (see
Appendix 3); DE 1775/2910 Action
Code 647; Action Remarks: Numeric
tie to Action Code 643, and enter
serial number of PA or CA; and

NOTE: Remove DE 1775/2910 Action
Code 651.

Enter Action Date (MANDATORY AUTOMATED
ACTION CODE): Date memorandum of NOTATION
last production was signed; DE

1775/2910 Action Code 643; Action

Remarks: Numeric tie to

appropriate action code in

Step II.D.7a or 7b, above.

Enter Action Date (MANDATORY AUTOMATED
ACTION CODE): Date lease NOTATION
production ceased/lease moves to

minimum royalty status (when

applicable; see Appendix 3); DE

1775/2910 Action Code 649; Action

Remarks: Minimum royalty rate

per acre; and

Enter Action Date (MANDATORY
ACTION CODE): Date lease expires;
DE 1775/2910 Action Code 763; OR

Enter Action Date (MANDATORY AUTOMATED
ACTION CODE): Date lease NOTATION
terminated (based on date cited in

last production memorandum); DE

1775 Action Code 790/DE 2910

Action Code 244; Action Remarks:

Optional; OR

Rel. 3-291
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Responsible

Official Step Action

Keywords

7g.

7h.

BLM MANUAL
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Enter Action Date (MANDATORY
ACTION CODE): Effective date of
lease extension (L1f lease is
extended; see Handbook 3105-1);
DE 1775 Action Code 258/DE 2910
Action Code 235; Action Remarks:
THRU MM/DD/YY; and

Enter Action Date (MANDATORY
ACTION CODE): Date extended lease
expires; DE 1775/2910 Action Code
763; Action Remarks: Optional.

Where cessation of production
results in the termination (or
contraction) of a CA or unit
agreement, the leases committed
to the (affected portion of the)
agreement are entitled to a
2-year extension. Processing of
such lease extensions and the
cessation of production under
such leasgses is discussed in
Handbook 3105-1.

AUTOMATED
NOTATION
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III. Extension for Terms of Cooperative Agreement or Unit Plan

A. Segregation and Extengion of lLeases Committed in Part

Responsible
Official Step Action Keywords
See Handbook 3105-1, Section I. UNIT
SEGREGATION
LEASE
EXTENSION
Reverse Side Intentionally Blank
BLM MANUAL Rel. 3-291
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IV. Extengion By Elimination

A. Extension for Termination of Unit/Communitization Agreements
and Unit Contractions

Responsible
Official St.ep Action Keywords

See Handbook 3105-1, Sections IV AND V. UNIT/CA
TERMINATION
LEASE
EXTENSION

UNIT
CONTRACTION
LEASE
EXTENSION

Reverse Side Intentionally Blank
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V. Extension of lLease Seqregated By Assignment

A. Discovery of 0il and Gas in Paving Quantities on
Segregated Portions of Assigned Leases. Under 43 CFR

3107.5-1, any lease segregated by partial assignment,
including the lease for the retained portion, shall
continue in force for the primary term of the original
lease, but for not less than 2 years after the date of
first discovery of oil or gas in paying quantities upon
any other segregated portion of the original lease. This
means that the first discovery on any portion of a lease
that has been subjected to a partial assignment acts to
extend all other leases stemming from the original base
lease for a period of 2 years from the date of discovery.
The discovery triggers the extension, not the segregation
alone. This extension applies regardless of whether the
discovery occurred prior to or after the effective date of
the assignment.

The requirement for lease extension under 43 CFR 3107.5-1
for any lease segregated by assignment is that a discovery
of oil or gas in paying quantities must be made within

2 years prior to the end of the primary term of the
original lease. This discovery may be on the retained
portion or on any segregated portion of the original
lease. All segregated portions of the lease, including
the retained portion, but excepting the portion containing
the drill site (that must be held by production in paying
quantities if so established), are eligible for the
extension by discovery.

Upon such discovery, each eligible segregated portion will
continue in effect for the remainder of the primary term
of the original lease at the time of the discovery, or for
2 years after the date of such discovery, whichever is the
longer period. That is, a discovery in the 9th year of a
10-year lease would provide a 2-year extension from the
date of discovery to the 1llth year, while a discovery in
the 7th year of a 10-year lease would provide no extension
to the lease. (See JSC Producers, 99 IBLA 164 (1987) and
Fuel Rescurces Development Co., 100 IBLA 37 (1987).)
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Keywords
1. Sstandards for Determining Discovery. If an STANDARDS FOR

operator establishes that a well is capable of producing DETERMINING
in paying quantities to the extent that the AO must DISCOVERY
prepare a FPM, the date of well completion in the FPM IN PAYING
will ordinarily be the discovery date. The IBLA has QUANTITIES FOR
ruled, however, that extensions of segregated leases may EXTENSIONS OF
be appropriate even in the absence of a well completion SEGREGATED

if the evidence is clear that the well will be capable of LEASES
producing in paying quantities when completed. A situation
where the date will be so critical is not likely to occur
frequently, but is possible when the lease on which the
discovery takes place has a longer term than the lease
entitled to the extension. This could occur where an
extension resulting from some unitization procedure
(segregation, termination or contraction) or a suspension
of operations and/or production has been applied to the
discovery lease but not to the other segregated lease. 1In
any case where a lessee claims entitlement to an extension
from a date earlier than the well completion date, the AO
should consult Joseph I. O‘Neill, Jr., et al., 1 IBLA 56,
77 I.D. 181 (1970).

2. Respongibilities,

a. Field Office Fluid Mineral Operations. FIELD OFFICE
Because the type of lease extensions discussed in this OPERATIONS

portion of the Handbook is relatively infrequent, the FO ACTIONS
operations staff processing the APD’s and FPM’s need not
ordinarily be concerned with such lease extensions unless a
specific situation has been brought to its attention. The
possibility of guch a lease extension can be detected when
the Case Recordation Serial Register Page/Case Abstract is
examined at the time the APD is being processed. The
Serial Register Page/Case Abstract indicates whether the
lease itself was created by or has been subjected to
partial assignments. In such situations, the FO operations
staff processing the APD’s are to appropriately note the
well file that cther portions of the original lease may be
eligible for a lease extension if a discovery is made. If
the well does result in a FPM, the remarks section of the
Serial Register Page/Case Abstract needs to indicate, at a
minimum, that other segregated portions of the lease may be
entitled to an extension for 2 years after discovery on a
portion of the original lease.

BLM MANUAL Rel. 3-291
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Keywords

b. State Qffice Lease Adiudication. The STATE OFFICE
SO fluid lease adjudication is primarily responsible for ADJUDICATION
determining which leases are to be extended pursuant to ACTIONS
43 CFR 3107.5-1. Receipt of any FPM on a Federal lease
requires the SO lease adjudication to review and determine
if the lease has bwen subject to a partial assignment
(either been created by such an assignment or been reduced
in size by a partial assignment out of the lease). (See
Step II.B.5, above.) Upon such a determination, the SO
lease adjudication is to identify all the leases entitled
to an extension. Since some leases may have been subjected
to several partial assignments, ldentification of all the
affected leases may require considerable research of case
files, abstracts, and the oil and gas plats. Once all DECISION
affected leases have been identified, prepare appropriate EXTENDING
decisions to send to the current lessees (see Illustration LEASE TERM DUE

21). Also prepare accounting advices for those leases in TO DISCOVERY
terminable (rental) status in MMS-DMD (see Illustration

22).

RLMRS Entry in Case Recordation also must be updated for AUTOMATED
each affected leagse in the following manner: NOTATION

Enter Action Date (MANDATORY ACTION CODE): Date of
discovery on the segregated portion of lease (in most
cases, this will be the well completion date); DE 1775
Action Code 258/DE 2510 Action Code 23S5; Action
Remarks: THRU MM/DD/YY; BY ASGN; and

Enter Actior. Date (MANDATORY ACTION CODE): Date when
extended lease expires); DE 1775/2910 Action Code 763.

¢. Legsee. The lessee is responsible to be
aware of any circumstances that may entitle the lease to
an extension, and to make the annual rental payment timely
to prevent the lease from automatically terminating by
operation of law.

BLM MANUAL Rel. 3-291
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B. Undeveloped Parts of Leases Issued Prior to
September 2, 1960. When processing partial assignments of
any lease issued prior to September 2, 1960, SO lease
adjudication needs to be aware that the assigned and/or
retained portion of the lease may be entitled to a 2-year
extension from the effective date of the assignment if the
lands are undeveloped and the lease is in any extended
term beyond the original term of the lease. The extension
authorized under 43 CFR 3107.5-2 applies only to
pre-September 2, 1960, leases. When such extensions are
appropriate, the affected parties are to be advised by a
decision, with a copy of the decision also provided to the
MMS-DMD.

Also, ALMRS Entry is to be updated to reflect the
extension in the following manner:

Enter Action Date (MANDATORY ACTION CODE): Effective
date of approval of assignment; DE 1775 Action Code
258/DE 2910 Action Code 235; Action Remarks: THRU
MM/DD/YY; BY ASGN; and

Enter Action Date (MANDATORY ACTION CODE): Date wiien
extended lease expires (e.g., 3-31-96, if assignment
is effective 4-1-94); DE 1775/2910 Action Code 763.

BLM MANUAL
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€C. Undeveloped Parts of Leases in Extended Term

Because of Production.

Extensions under 43 CFR 3107.5-3

apply only to leases that are in their extended term by
reason of production.

45

Responsible .
Official Step Action Keywords
Adjudication 1. Receive partial assignment on a IDENTIFY
producing lease that is beyond the end UNDEVELOPED
of its primary term. If the case file LANDS
does not clearly indicate developed
lands, request a report from the FO
operations for information on
undeveloped lands in the lease (see
Illustration 23).

2. If production is on both the assigned EXTENSIONS
and retained portions, an extension PARTIAL
does not apply, since there are no ASSIGNMENT
undeveloped portions of the lease
involved. 1If the segregated lease has
already benefited from an extension
under 43 CFR 3107.5-2, an extension
does not apply.

3. If either the assigned or retained DECISION -
portion of the lease contains PARTIAL
undeveloped lands, prepare a decision ASSIGNMENT
showing extension (see Illustration PRODUCING
24). If the assigned portion contains LEASE
undeveloped lands, note on the face of
the assignment: "43 CFR 3107.5-3 rules
extend this lease through _(Date) ."

EXAMPLE: 1If the assignment is approved
effective 5-1-94, the lease
extension is through 4-30-96.

4. Provide a copy of the decision for the COPY OF
lease being extended to the MMS-DMD. DECISION OF
Since the lease account, prior to its PARTIAL
segregation by the assignment, should ASSIGNMENT
have been in a nonterminable status in AND LEASE
the MMS Common Reference Database, EXTENSION
all data needed by the MMS-DMD is to TO MMS-DMD
be indicated in the decision so that
the appropriate billing and rental
accounting information for the
segregated lease will occur in the
MMS-DMD automated system.

BLM MANUAL Rel. 3-291
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Responsible
Official Step Action Keywords

ALMRS Entry 5. Update Case Recordation as follows: AUTOMATED
NOTATION
5a. Enter Action Date (MANDATORY
ACTION CODE): Effective date of
assignment approval; DE 1775
Action Code 258/DE 2910 Action
Code 235; Action Remarks: THRU
MM/DD/YY; BY ASGN; and

5b. Enter Action Date (MANDATORY
ACTION CODE): Date extended lease
will expire (e.g., 3-31-96, if the
assignment is effective 4-1-94);
DE 1775/2910 Action Code 763.

Adjudication 6. Continue processing assignment under
the procedures described in Handbook
3106-1.

BLM MANUAL Rel. 3-291
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VI. Extension Of Reinstated Lease

Responsible
Official Step Action Keywords
See Manual Section 3107.6 and Handbook 3108-1, REINSTATED
LEASE
EXTENSION
Reverse Side Intentionally Blank
BLM MANUAL Rel. 3-291

Supersedes Rel. 3-109

6/27/94
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Keywords

VII. Exchange leases - 20-Year Term

A. General

Any lease that issued for a term of 20 years or any EXCHANGE
renewal therecf, or any lease that issued in exchange for LEASES
a 20-year lease issued prior to August 8, 1946, may be

exchanged for a new lease. Such an exchange lease shall

have a primary term of 5 years, and so long thereafter as

0il or gas is prodgggd in paying quantities, and shall have

a royalty rate of ‘not less than 12% percent. The annual

rental rate shall be $2 per acre or fraction thereof. For

example, a renewal lease being held by a producing unit

agreement that otherwise would terminate due to cessation

of production from the unit, may be exchanged for a new

lease with a term of 5 years so long as the application for

the exchange lease is filed prior to the termination of the

unit. (For a general overview of exchange leases, see

Richfield 0il Corporation, 66 I.D. 292 (1959).) Process

the exchange application as described in Section VII.B,

below.
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B. Processing Application for Exchange Lease

Regponsible
Official St:ep Action Kevwords
Receiving 1. Receive application for exchange lease. EXCHANGE LEASE
Official Route to Adjudication through Docket APPLICATION
and ALMRS Entry. RECEIVED
ALMRS Entry 2. Enter Action Date (MANDATORY ACTION AUTOMATED
CODE): Date application for exchange NOTATION
lease is received; DE 1775 Action Code
001/DE 2910 Action Code 124.
Adjudication 3. Examine application for compliance with EXCHANGE
the following: LEASE
REQUIREMENTS
3a. Three copies of application.
3b. Proper execution by record title
holder(s).
3c. Payment of $75 filing fee
3d. Showing as to full compliance with
terms of lease and applicable
regulations.
4  Transmit copy of application to the FO FIELD OFFICE
operations staff and ask for a report. OPERATIONS
REPORT
5. 1If lease is in producing status, obtain
lease account information from the
MMS-DMD automated system.
6. Upon receipt of favorable reports from TRANSMITTAL
FO operations and MMS, prepare decision OF LEASE
to applicant transmitting lease forms FORMS
for execution, in triplicate.
7. If a bond is required, request new bond BOND
or consent of surety to the extension REQUIREMENT
of the bond liability to cover the
terms of the exchange lease.
BLM MANUAL Rel. 3-291

Supersedes Rel. 3-109
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Step Action
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OR RENEWAL OF LEASES

Keywords

ALMRS Entry

BLM MANUAL
Supersedes

9.

10.

11.

Rel.

Exchange lease is to be prepared
on Form 3100-11. The words
"Exchange Lease" are entered
after "Other" at the bottom of
the lease form; "Sec. 17(a) of
the Act of August 8, 1946" is to
be inserted above Item 1 of the
form. Ensure that rental rate
is $2 per acre (see 43 CFR
3103.2-2(b)(3). The royalty
rate for an exchange lease is
12% percent (see 43 CFR
3103.3~1(a)(1l)). The term of an
exchange lease is 5 years and so
long thereafter as oil or gas is
produced in paying quantities.

Examine lease forms returned by the
applicant for proper execution.

Date an exchange lease the first day of
the month following the date it is
signed by the AO, except that upon
prior request of the lessee, the lease
may be dated the first day of the month
in which it is executed.

Complete accounting advice for MMS-DMD.

Update Case Recordation in accordance
with the current data standards (see
Appendix 4 and Illustration 25).

Enter Action Date (MANDATORY
ACTION CODE): Date lease signed
by RAO; DE 1775 Action Code 176/DE
2910 Action Code 237.

Enter Action Date (MANDATORY
ACTION CODE):  Effective date of
exchange lease; DE 1775 Action
Code 225/DE 2910 Action Code 868.

3-109

LEASE FORM
PREPARATION

RENTAL AND
ROYALTY RATES

LEASE TERM

DATING OF
LEASE
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ADVICE -
EXCHANGE
LEASE
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Responsible
Official Step Action Keywords
l1lc. Enter Action Date (MANDATORY
ACTION CODE): Enter 12% percent
royalty rate; DE 1775 Action Code
102/DE 2910 Action Code 530.
11d. Enter Action Date (MANDATORY
ACTION CODE): Date lease expires
in 5 Years (e.g., if lease
effective date is 5/1/94,
expiration date of 4/30/99 is
entered); DE 1775/2910 Action
Code 763.
NOTE: 1If necessary, also correct the
lease case type to 310771 (O&G Exchange
Lease ~ PD) (DE 2961/2912).
Docket 12, File case file with active cases
BLM MANUAL Rel. 3-291

Supersedes Rel.

3-109

6/27/94



H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

VIII. Renewal Leases
A. General

Prior to an amendment to Section 31(g) of the Mineral
Leasing Act (MLA), enacted on November 15, 1990, a 20-year
lease or renewal thereof could be renewed for successive
periods of 10 years. Failure of the lessee to timely apply
for renewal of such a 20-year lease or renewal lease
results in the expiration of the lease even though there is
an existing producing well on the lease. Such a renewal
lease was not held by production prior to the 1990
amendment to the MLA (see Peacock 0il Company, Inc., Twin
Arrow Inc., 29 IBLA 74 (1977)).

Renewal leases are those leases that were issued under the
MLA for 20 years with a right to renew for successive
10-year terms under such reasonable terms and conditions as
prescribed by the Secretary of the Interior. The principal
remaining renewal leases result from Section 14 of the MLA.
However, 20-year leases also were created by Sections 18,
18a, and 19 of the MLA. With the enactment of the MLA
amendment of August 21, 1935, the issuance of prospecting
permits terminated. The issuance of Section 14 leases was
limited to those who already held prospecting permits at
the time of the 1935 amendment.

The 1990 amendment requires that any lease issued pursuant
to Section 14 of the MLA shall, upon its renewal on or
after November 15, 1990, continue for 20 years and so long
thereafter as oil or gas is produced in paying quantities.
Accordingly, any 20-year lease or renewal lease that has

an expiration date after November 15, 1990, is eligible for
renewal only under the provisions of the new law, i.e., for
20 years and so long thereafter as oil and gas is produced
in paying quantities. Thus, if a lease is renewed pursuant
to the 1990 amendment and it is not producing oil or gas at
the end of its 20-year renewal term, it will terminate.

Prior to the 1990 MLA amendment, Section 14 renewal leases
were not eligible for the Class II lease reinstatement
provisions of Title IV of the Federal 0il and Gas Royalty
Management Act of 1982. The 1990 MLA amendment allowed
Class II lease reinstatements for Section 14 leases

({but not for any remaining Section 18 leases). When a
Section 14 renewal lease is reinstated under either the
Class I or Class II provisions, the lease term shall be
for 20 years and so long thereafter as oil or gas is
produced in paying quantities. (For lease reinstatement
procedures, see Handbook 3108-1.)

BLM MANUAL
Supersgedes Rel. 3-109

Keywords

RENEWAL
LEASES

1990 AMENDMENT
TO MINERAL
LEASING ACT
CHANGED RENEWAL
LEASE TERM

RENEWAL LEASES
ELIGIBLE FOR

CLASS II LEASE
REINSTATEMENT
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Although a renewal lease application should be filed at
least 90 days prior to expiration of the existing lease,

a late application for renewal after the lease has expired
ordinarily should be processed, i.e., the requirement that
such an application be timely filed not more than 6 months
prior to expiration of the lease, but at least 90 days
prior to lease expiration, is now permissive (see

T & M Corp., Larry G. Mclatchy, 70 IBLA 366 (1983)).

If the lands have not been withdrawn from leasing, the oil
and gas lessee has a preference right over other parties
to receive a renewal lease. However, the existing lessee
has no absolute or unconditional right to a renewal lease
because the Secretary of the Interior may exercise
discretion in deciding whether to continue leasing the
lands involved. However, once a renewal lease application
has been filed, the existing renewal lease with its terms
and conditions is preserved, in accordance with Section 9
of the Administrative Procedure Act, until the authorized
officer decides whether to issue a renewal lease or deny
the application (see Solicitor’s Opinion M-36943, 89 I.D.
173 (1982)).

At the time a renewal lease is issued, the Bureau shall
revise the lease terms and conditions. Stipulations for
existing laws, such as the Endangered Species Act and the
National Historic Preservation Act, do not need to be
attached to the lease since such requirements are covered
by language in the lease Form 3100-11 that requires
compliance with laws, regulations, and orders promulgated.
The renewal lease shall be issued promptly with a
stipulation, if needed, making the lease subject to
reasonable terms and conditions that may be established in
the future pending completion of planning/NEPA documents.
This stipulation will reserve the right of the Federal
Government to set additional stipulations, as long as the
lessee expressly consents to this provision to be bound by
those reasonable terms and conditions. (See Manual Section
3101.)

BLM MANUAL
Supersedes Rel. 3-109

Keywords
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B. Procesgsing Application for Renewal Lease
Responsible
Official Step Action Keywords
Receiving 1. Receive application for renewal. RENEWAL LEASE
Official APPLICATION
RECEIVED
ALMRS Entry 2. Enter Action Date (MANDATORY ACTION AUTOMATED
CODE): Date renewal lease application NOTATION

Adjudication 3.

BLM MANUAL

received; DE 1775 Action Code 622/DE
2910 Action Code 314.

Examine application for compliance with
the following to determine if lease is
entitled to a renewal:

3a. Three copies of application.

3b. Timely filed and accompanied by
$75 filing fee.

NOTE: Application should be filed at
least 90 days, but not more than
6 months prior to expiration of
leagse term. The IBLA, however,
has determined that late renewal
lease applications ordinarily
should be processed. (See

T & M Corp., Larry G. McLatchy,
70 IBLA 366 (1983).)

3c. Proper execution by record title
holder. The operator may join or
consent to execution.

3d. Showing that all monies due have
been paid and whether operations
have been conducted in accordance
with the regulations.

3e. Submission, in triplicate, of
overriding royalty or production
payments not previously filed (see
43 CFR 3107.8-1(b})).

Supersedes Rel. 3-109
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REQUIREMENTS

Rel. 3-291
6/27/94



56

H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF

Responsible

Official Step Action

LEASES

Keyword

<]

4. Check whether lease is committed to
a unit agreement.

4a.

4b.

4c.

If a lease is committed to a

unit agreement at the time of
expiration of its 20-year term or
10-year renewal term, it is not
entitled to another renewal, but
is continued in force and made
coterminous with the unit. Upon
termination of the unit agreement,
the lease is eligible for a 2-year
extension that supersedes the
provision of the lease for
successive 10-year renewals. (See
Texaco Inc., 76 I.D. 196 (1969)
and Anne Burnett Tandy et al.,

33 IBLA 106 (1977).)

When a 20-year lease committed to
a unit prior to the end of the
lease’s initial term and, thus,
extended by the unit beyond the
original lease term, is eliminated
from the unit, the 20-year lease’s
term is automatically extended

2 years, and such lease is not
eligible for further renewal.

(See Marathon 0Qil Company et al.,
19 IBLA 1 (1975).)

A 20-year lease, in a 10-year
renewal term, committed to and
then eliminated from a unit prior
to expiration of the lease’s term,
8o that the lease is not part of a
unit at the end of the lease term,
is entitled to another renewal.

(See Omaha National Bank, Yates

Petroleum Corp., 11 IBLA 174
(1973).)

5. If a renewal lease is committed to a CA
at the time of lease expiration, the

lease is eligible for a 2-year extension

upon termination of the CA, and is held
by production if the production was
established prior to the expiration of
the 2-year lease extension period.

BLM MANUAL
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Responsible
Official

Field Office
Operations

BLM MANUAL

Step Action

OR RENEWAL OF LEASES
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Kevywords

6.

8.

10.

Transmit one copy of application (with
a copy of each agreement providing for
overriding royalties and payments out
of production not previously filed) to
the FO operations requesting a report
and recommendations on renewal of lease

If the lease is in a producing status,
check the MMS Business Information
System (BIS) for any unpaid assessments
for royalty or other monies due. If
the account is delinquent, the lease
shall not be renewed until the MMS
reports to the BLM that the account
deficiency has been rectified or the
BIS screens indicate that the lease no
longer has an arrearage in payments.

Determine whether any operational
conditions on leasehold require
correction prior to renewal. If
correction is needed, notify operator
what actions must be taken before lease
renewal will be granted. Send a copy
of any such notice to SO fluid lease
adjudication.

Determine if any new stipulations

are required on the renewal lease in
accordance with latest approved
planning decisions. While the right of
renewal of such a lease is nearly
absolute, the operator may be required
to conform operations to current
requirements (for example, a revised
land-use plan) as a condition of such
lease renewal. .

Determine if overriding royalties and
payments out of production in excess

of 5 percent of gross production
congtitute a burden on lease operations
that may lead to premature abandonment.
The renewal lease application should be
suspended until any excess overriding
royalties/payments out of production
are reduced to be not more than

5 percent of the value of production.

Supersedes Rel. 3-109

LEASE

ACCOUNT

STATUS

REVIEW

FOR

ENVIRONMENTAL
STIPULATIONS

EXCESSI
OVERRID
ROYALTY

VE
ING

Rel. 3-291
6/27/94



58

H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Responsible
Official

Step_ Action

Keywords

Adjudication

BLM MANUAL

11.

12.

NOTE: If a mutually fair and equitable
agreement by the parties to
suspend excessive overriding
royalties cannot be entered into,
any of the parties may request
that a hearing be conducted by
the AO, at which time all
interested parties may present
statements (with written copies
of such statements also
provided). After the hearing,
the AO shall issue a decision
outlining the acceptable base
conditions for a fair and
reasonable adjustment. If,
within a fixed period of time,
proof is not submitted that such
an adjustment has been effected,
the application for lease
renewal must be denied (see
43 CFR 3107.8-3(b))-.

Transmit recommendations concerning
renewal of the lease to SO fluid lease
adjudication for notification to the
lessee.

If the FO operations report is
favorable and the lease does not have
any delinquent MMS payments owed, as
indicated on the BIS screens, prepare a
decision to the applicant transmitting,
in triplicate, the lease forms and
stipulations (see Section VIII.A,
above), and require a bond or consent
of surety to the lease renewal, if
necessary (see Illustration 26). 2
consent of surety is not required if
the bond contains a provision for
coverage for the extension or
continuation of the lease or if the
lessee has an applicable statewide or
nationwide bond (see Handbook 3104-1).

Supersedes Rel. 3-109
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Responsible
Official

Step

Action

Keywords

BLM MANUAL
Supersedes Rel.

15.

Use lease Form 3100-11 to issue lease.
On leases receiving a second or
subsequent renewal, the effective date
will be the first day of the month
following the expiration of the prior
leagse. On leases that have just
reached the end of their 20-year
primary term (due to very lengthy
sugpensions of operation) and are
being renewed for the first time, e.g.,
a lease expiring 4-25-94, the effective
renewal lease date would be 4-1-94.
13a. Insert the words "Renewal Lease
(20 years and so long thereafter
as producing oil or gas in paying
quantities)" at the bottom of the
lease form after "Other." Ensure
that the rental rate is §2 per
acre (see 43 CFR 3103.2-2(b)(3)).
The royalty rate for a renewal
lease is 12% percent regardless
of the rate of the original lease
(see 43 CFR 3103.3-1(a)(1)).

If the effective date of the renewal
lease is prior to the expiration date
of the original lease, the following
must be inserted on the reverse side
of the lease form under "Sec. 2.
Royalties,” (or on an attachment to the
lease): "To and including (the
expiration date of the original lease),
the royalties to be paid hereunder
shall be computed on the basis of the
royalties prescribed in the original
lease."

Examine that all copies of the lease
forms returned by the applicant have
been properly executed.

If lease is not producing, complete
accounting advice (see Illustration
27).

3-109

LEASE FORM
PREPARATION

LEASE TERM

RENTAL AND
ROYALTY RATES

DATING OF
LEASE

ACCOUNTING
ADVICE -
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Responsible

Official Step Action

LEASES

Keywords

ALMRS Entry 17. Update Case Recordation using current
data standards (see Illustration 28).

17c.

Enter Action Date (MANDATORY
ACTION CODE): Date lease signed
by AO; DE 1775 Rction Code 176/DE
2910 Action Code 237; and

Enter Action Date (MANDATORY
ACTION CODE): Date lease renewed;
DE 1775 Action Code 623/DE 2910
Action Code 242; Action Remarks:
THRU MM/DD/YY; and

Enter Action Date (MANDATORY
ACTION CODE): Effective date of
renewal lease; DE 1775 Action
Code 225/DE 2910 Action Code 868;
and

Enter Action Date (MANDATORY
ACTION CODE): Enter 12% percent
royalty rate; DE 1775 Action Code
102/DE 2910 Action Code 530; and

Enter Action Date (MANDATORY
ACTION CODE): Date renewal lease
expires; DE 1775/2910 Action Code
763.

If lease had been renewed
previously, remove prior Action
Code 763 entry before entering
updated renewal lease action
entries. Also, if necessary,
correct the case type to 310781,
O&G Renewal Lease =- PD (DE
2961/2912).

Docket 18. File case file with active files.

BLM MANUAL
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IX. Other Types

A. Extension for Discontinuance of Compensatory Rovalty Payments

Responsible

Official Step Action Keywords

Adjudication 1. Receive notification from MMS that DISCONTINUANCE
compensatory royalty payments on lease OF ASSESSMENTS
have been discontinued, or notification
from the FO operations that an
assessment has terminated.

Docket 2. Charge case file to Adjudication.

Adjudication 3. Prepare decision to lessee extending LEASE
term of lease for 1 year from date of EXTENSION
the discontinuance of compensatory
royalty payments (see Illustration 29).

Adjudication 4. Provide a copy of the decision to the
MMS-DMD.

ALMRS Entry S. Update Case Recordation: AUTOMATED

NOTATION

Sa. Enter Action Date (MANDATORY
ACTION CODE): Date lease is
extended (date of cessation of
compensatory royvalty payment; DE
1775 Action Code 258/DE 2910
Action Code 235; Action Remarks:
THRU MM/DD/YY; BY CESS.COMP.RLTY.

5b. Enter Action Date (MANDATORY
ACTION CODE): Date extended lease
expires; DE 1775/2910 Action Code
763.

Sc. If the lease account is returned
to terminable (nonproducing)
status from nonterminable
(producing) status - Enter Action
Date (MANDATORY ACTION CODE):
Date lease account changed from
nonterminable to terminable status;
DE 1775/2910 Action Code 058;
Action Remarks: Optional.

Docket 6. File case file with active cases.
BLM MANUAL Rel. 3-291
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B. Extengion for leages in Agreementg for Subsgurface Storage of
0il and Gas

As provided by 43 CFR 3105.5-4, any lease used for the subsurface storage of
oil or gas is extended for the period of storage under an approved agreement.

Responsgible
Official Step Action Keywords
See Manual Section 3107.8, and Handbook 3105-1 for LEASE

processing leases affected by approval of such agreements. EXTENSIONS
FOR SUBSURFACE
STORAGE OF
OIL OR GAS

BLM MANUAL Rel. 3-291
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Kevwords
X. Reporting First Production on or Affecting Indian FIRST

Lands PRODUCTION ON

INDIAN LEASES
The FPM’s for Indian leases are prepared the same as for

Federal leases with the addition of sending copies to the
appropriate BIA office or offices (see Illustration 30).

Reverse Side Intentionally Blank

BLM MANUAL

Rel. 3-291
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Keywords

XI. Extension and Termination of Indian Leases

The BIA makes the final determination for extension and
termination of Indian oil and gas leases. The following
guidelines are to be used by the BLM in making these
recommendations .0 the BIA. These guidelines are general
since the terms of individual Indian oil and gas leases
vary. In cases where the following provisions conflict
with specific lease terms, the lease terms shall prevail.

A. Extension/Continuation. EXTENSION/
CONTINUATION
1. Individual Leases. Generally, Indian leases OF INDIAN
are continued past their primary term only for as long as LEASES
oil or gas is actually produced in paying quantities. This
means that if production in paying gquantities is commenced
prior to the expiration of the primary term of the lease,
the lease will continue in effect until such production
ceases. However, some Indian leases contain provisions
that require that all acreage and formations not actually
producing on a lease terminate at the expiration of the
primary term of the lease. Unlike a Federal lease,
an Indian lease normally shall not be extended/continued
by reason of a shut-in well or by reworking or new drilling
operations. Some Indian leases, however, provide that the
lease will continue by drilling operations that are
commenced during the primary term and are continued with
diligence until the well is completed to production or is
abandoned. The lessees also may request approval a
suspension of production requirements during the period of
nonproduction in order to conduct remedial workover
operations, or approval to shut in wells for economic or
marketing reasons. Since the statutory authority and BIA
regulations currently do not provide for any suspension of
production, the BLM AO needs to review the request to shut
in the well or the request for a suspension of production
and submit recommendations to the BIA for its determination
whether to grant the request of the operator.

2. Leases Committed to Communitization Agreement.
Allocation of production under a CA is considered as
production under the lease for extension purposes.

However, the well must meet the same conditions specified
in the preceding paragraph for lease extension or
continuation.

65
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Keywords
B. Termination/Expiration. TERMINATION/

EXPIRATION OF

1. Cessation of Production on a Lease. When the INDIAN LEASES
BLM AO finds a cessation of production for a calendar month
from an Indian lease that is in its extended term by reason
of such production, the BLM AO needs to review the lease or
contract terms to determine the requirements and/or
penalties for monproduction. If no requirements and/or
penalties are specified, the operator is to be contacted
to determine if the well is back on production, whether
production is depleted, whether production has been
suspended without approval for a calendar month or more,
and/or whether a request for suspension of production
requirements has been made to the BLM AO. If the cessation
of production exceeds a calendar month and no application
for suspension of production has been submitted to the BLM
A0, the lease is considered to have expired the last day of
production. 1If a request for a suspension of production
has been approved by the BIA, based on recommendations made
by the BLM A0, but the remedial workover operations have
not been conducted with reasonable diligence, or the
remedial workover operations under the approved suspension
have been unsuccessful in restoring production to the lease,
the lease is ccocnsidered to have expired the last day in
which the operations were conducted. 1In these cases,
the BLM AO must notify the BIA of such a situation by
memorandum (see Illustration 31). If the date of last
production/operations cannot be determined, it will be
considered to be the last day of the month in which the
well last produced/operated.

2. Termination of Communitization Agreement.
When production ceases from a communitized area involving

Indian.leases, the BLM AO is to send a memorandum, similar
to that shown in Illustration 31, recommending to the BIA
that the CA be terminated for nonproduction, and request
the BIA to inform the BLM AO of BIA‘s action. The
BIA/BLM/MMS Memorandum of Understanding indicates that

the BIA will terminate the CA and inform the operator
accordingly. When notification is received from the BIA
that the CA has terminated, the BLM file is to be closed.

BLM MANUAL Rel. 3-291
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Glossary of Terms

- A -

actual drilling cperations: the drilling of a well with drilling
equipment to a potentially productive oil or gas horizon starting with
spudding. This definition does not include such preparatory or preliminary
work as grading roads and the well site, moving or rigging up equipment, or
drilling the "rat" hole. While the phrase "actual drilling operations”
also includes the necessary testing, completing, or equipping of a well, it
cannot be construed as having the same meaning as "reworking operations”.
Within the oil and gas industry, the common usage of the phrase "drilling
operations" refers to the actual drilling and completion of a hole with a
string of drill tools and could include swabbing, bailing, sand fracturing,
etc., as operations.

c

continuation by production: the status of a lease after the primary or
any definite extended term has passed and during which the lease has a well
capable of producing oil or gas in paying quantities. However, both in
common usage and in case law, this period is also often referred to as an
extension by production. 1In the case of a lease eliminated from a storage
agreement, the continuation of the lease must be by production of oil or
gas not previously produced.

cost of marketing the product: the normal or usual handling, treating,
measurement, and transportation costs that an operator could be expected to
pay to handle the leasehold production to the point of sale. Such costs
would not include abnormal or unreasonable charges, such as reconstruction
of a pipeline destroyed by fire, or a landslide, or purchase of a truck.

D

date of completigon: date the well is capable of production in paying
guantities and is equipped to produce hydrocarbons to the surface.

diligent operations to restore paving production: operations that are
conducted in such a manner as to be bona fide efforts which a prudent
operator would be expected to make to restore paying production to the
leasehold or communitized area. Generally, no more than 60 days can elapse
between cessation of one operation and commencement of another in order to
qualify as reasonable diligence.

BLM MANUAL Rel. 3-291
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Glossary, Page 2

H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

E

expiration: the lapsing or end of a lease by nonoperational conditions,
such as the end of the primary or any extended term, or for failure to
comply with a 60-day notice to produce from a lease which is capable of
production. Both in common usage and in case law, the word "expiration”
often is used interchangeably with the word "termination." (See
"termination.")

extension: normally any period of a lease after the primary term during
which the lease continues for reasons other than capability of production
in paying quantities. However, the continuation of a lease after the
primary term by reason of production is often referred to as an extension
by production, both in common usage and in case law. Extensions are
normally for a specific period of time. Extensions are granted for
operational reasons related to drilling and production conditions as
described in this Handbook Section and Manual Section 3180, and for
nonoperational conditions as described in Manual Sections 3103 and 3105.

F =

first production memorandum: a memorandum prepared after a well is
completed for oil and/or gas production, which represents the first
production, actual or allocated, from the respective lease, unit, or
communitization agreement. The memorandum is to provide the full
particulars concerning the well and, if possible, the date of first
production resulting from a determination that the well is capable of
producing leasehold substances in paying quantities. If such a
determination is not possible, a preliminary memorandum must be issued
having no date of first production and commenting that a final paying well
determination is pending. Once the final determination is made, a
subsequent memorandum indicating a date of first production or a negative
paying well determination must be submitted. A memorandum does not have to
be issued for a well determined not to be capable of producing leasehold
substances in paying quantities unless royalties are due for test
production. A memorandum issued for test production only contains comments
to the effect that the well is not capable of production in paying
quantities but that test royalties are due.

G -

gross production_income: all income received from the sale of leasehold
production, that is, total sales value.

BLM MANUAL Rel. 3-291
Supersedes Rel. 3-109 6/27/94



Glossary, Page 3

H=-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

-P -

primary term: as interpreted, the Mineral Leasing Act Revision of 1960
provides two definitions of the phrase "primary term."

l. The phrase "primary term"” as used in Section 4(d) of the Mineral
Leasing Act Revision of 1960 covers the entire period in the life of the
lease prior to the period of extension because of production. This
definition is applicable to all leases issued prior to September 2, 1960,
and such leases may be extended numerous times by drilling pursuant to
guidelines contained in this Handbook Section if there has been no
extension because of production.

2. The phrase "primary term" as used in Section 17(e) of the Mineral
Leasing Act Revision of 1960 means the initial 10-year term of a
noncompetitive lease and the initial 5-year term of a competitive lease, no
more and no less. This definition applies to all leases issued on or after
September 2, 1960. Therefore, these leases are entitled to only one 2-year
extension for drilling operations commenced prior to the end of the primary
term, which would be the initial 5- or 10-year term of the lease, as
appropriate.

production in paying guantities: production from a lease of oil and/or
gas of sufficient value to exceed direct operating costs and the cost of
lease rentals or minimum royalty.

-8 -

shut=-in well: a well that is considered by the operator and the BLM
authorized officer to be physically and mechanically capable of producing
o0il and/or gas in paying quantities, but is not in production because of
the lack of a market due to well’s remoteness or as a result of problems
that require remedial action.

T -

temporarily abandoned well: a well that is no longer capable of producing oil
and/or gas in paying quantities and awaits a decision to be plugged and
abandoned, worked over (deepening or plugging back the well) to restore
production in a new interval or to convert the well to service use, or to
retain as possible useful should enhanced recovery operations be initiated.

termination: the end of a lease for failure to timely pay rentals on or
before the anniversary date when due. Use of this word also is appropriate
for leases continued by production and where such production is deemed to
have ceased because the lease is no longer capable of producing in paying
quantities and reworking or redrilling operations are not timely commenced.
Both in common usage and in case law, the word "termination" often is used
interchangeably with the word "expiration". (See the definition for
"expiration, ™ above.)

BLM MANUAL Rel. 3-291
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Illustration 1

H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES (I.F)

Format for Memorandum for Leases Entitled to Lease

Extension by Diligent Drilling

IN REPLY HEFER TO

United States Department of the Interior
BUREAU OF LAND MANAGEMENT

3107 (Office Codae)

Memorandum

To: State Director, (Fluid Minerale Adjudication Code)

Prom: Fluid Minerals Field Office Operations

Subject: Extension of Lease(s) By Diligent Drilling

Diligent drilling operations were conducted over the expiration date of the

following lease(s). This office recommends extension of the lease(s) under
43 CPR 3107.1:

Lease No. Date of Drilling  Well No. & Location
(if applicable)

Distribution:

BLM MANUAL Rel. 3-291
Supersedes Rel. 3-109 6/27/9



Illustration 2

(1.F)
H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Memorandum for Leases Potentially Entitled to

Lease Extension by Diligent Drilling

IXHEFLY HEFER T2

United States Department of the Interior

HUREAL UF LASD MANAGEMENT

3107 (0ffice Coda)

Hamorandam

Taor State Director, (Fluid Minerals Rdiudicatiop Code)

From: Fluid Minarals Fileld Office Opercaclons

Subject: Potential Extension of Leasa(s) By Dillgent Drilling

According to lnformatlon available to this office, the following lease(m)
may bm entitled to extension of their term becacss of drilling pursuant to

43 CFR 3107.1. Operations, howaver, have not prograssed to the point whore
diligence may ba determined.

Leape No, Date of Drilling Hell Mo. & Location Comm/Unit Agreerment
{1f appllicabla)

A final report will be submitted when & determinaticn can be made.

Dletributlon:

BLM MANUAL Rel. 3-291
Supersedes Rel. 3-109 6/27/94



Illustration 3
(1.F)

H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Memorandum for Leases Not Entitled to Lease

Extension Nue to Mondiligent Drilling

Memorandum

IN HEFLY REFER TO

United States Department of the Interior

BUREAL OF LAND MANAGEMENT

3107 (0office Code)

To: State Director, (Fluid Minerals Adjudication Code)

From: Fluid Minerals Pield Office Operations

Subject: Expiration of Lease(s) - Nondiligent Drilling

Pursuant to the information available, this office has determined that the
following lease(s) expired at the end of the primary term and is/are not
entitled to an extension for diligent drilling under 43 CFR 3107.1.

Expiration

Lease No.

Date

Comments/Rationale

Distribution:

Example: While Well No. 3-33, Lot 11, Sec. 33,

T. 1 N., R. 88 W., 9th P.M. was spudded two days before
the end of the primary term, no further operations were
pursued within 30 days after the spudding rig moved
off-site and no request for an extension of time was
received by this office. We have advised the operator
that no further operations, other than plugging and
abandonment are permissible.

Example: Well No. 1-2, NW1/4, Sec. 1, T. 55 S.,

R. 3 E., 8th P.M., was completed as a dry hole in
communitization agr t No. 20 days
before the lease expired. While the lessee/operator
had hoped to be testing over the expiration date,
initial tests were negative and a notice of intent to
abandon was submitted to this office before the lease
expired. Please note that the diligent drilling of
this well over the preceding month was reported to you
last month for (Lease serial number), another Federal
lease committed to the agreement. The lessee has
requested that the lands in the lease within the
communitized area be made available by competitive
leasing as promptly as possible as it intends to drill
another well in the area next summer.

BLM MANUAL.
Supersedes Rel. 3-109

Rel. 3-29]
6/27/94




Illustration 4

(I.H.11a)
H-3107-1 ~ CONTINUATION, EXTENSION, OR RENEWAL OF LEASES
Format for Decision Granting Drilling Extension
I HEFLY WEFER TT
United States Department of the Interior
Bl REAL OF LAND MANALGEMENT
3107 (office Code)
Sarial NWo.
EECISION
'
f
Lossan (o) and Addracae(eo| ' 0ll and Cans
1
Lease Tepm ZIxtended
The following oil and gas lease Ls entltled to a 2-year drilling extension,
bacause of actual dlligent drilling oparations conducted over the explration
dats [on the leasehold) QF (on the Communitizacion Agreement) QB (Unit
creenant] to which the leasa(e) la committed).
Pursuant to 43 CFR 3107.1, the term of the lease Ls extended as ilndicated:
Leage Mo, Loase Date Semm/Unit hgreement Exteonded Through
|{if approprlaca)
Authorized Offlcers
Distributlon:
Fleld Offlce Opercatliona
HHS-DHD, Mall Stop 3110
SHMA [Lf other than BLM)
BLM MANUAL Rel. 3-291

6/27/94
Supersedes Rel. 3-109 1211




Illustration 5

(1.H.12a)
H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES
Format for Accounting Advice Showing Drilling Extension
Form 1370-41 UNITED STATES
o 15841 DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT
RECEIPT AND ACCOUNTING ADVICE no. 1420134 -2s
Subgect: REACTIVATE LEASE - EXTENSION - DILIGENT DRILLING
Applicant:  ABC OIL CO
189 Main Street
0il City, NM 87509
Remitter:
Assignor:
LEASE MANAGEMENT DATA — (NEw __ GUPDATE DPAYMEST]
ORIGINAL SERIAL NO. ASG. TYPE 5T. CTY. . FUND SYMBOL ACRES/UNITS RATE
010 | 14 5003 160.00 1.50
MTM-12345 OA |P |30 [ 019114 5003 320.00] 1.50
AMOUNT ANV.DATE | EXP.DATE | BILLCY:| S.C| DISTRICT | NEXT BILL | MISC. DATA Uof M ACTUAL UNITS
5/1/89 4/30/96 E MTO02
ASSIGNMENT SERIAL NO. ASG. | TYPE | ST | CTY. FUND SYMBOL ACRES;UNITS RATE
AMOUNT ANV DATE | EXP.DATE |BILL CYC | S | DISTRICT | NEXT BILL | MISC. DATA Uol M ACTUAL UNITS

APPLY KEMITTANCE

ACTION FUND SYMBOL CTY. AMOUNT Remarks:
Drilling over expiration date.
FILINGFEE Lease extended for 2 years ending 4/30/96,
per decision dated 5/18/94.
RENTAL Earn 6th year rental.
[
UNEARNED
REFUND
TOTAL
AMOUNT DUE] #Y M Dorclt VATE 5/20/94
4

L Lease n Excrow” . FOR MMS USE ONLY
O kuse Of Intersst” FRITTTE o FOREST REFUTE
E Aute Foavalates ihperaling fnarnts' SIU'MBREK

0 Auw Henew D raior (s SECTION

Thosnad b olint” Ul

BLM MANUAL Rel. 3-291

Supersedes Rel.3-109 6/27/94




I1lustration 6

. (1.1.3)
H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Decision for Lease Expired - No

Diligent Drilling

I8 HEPLY Wb PEE T

United States Department of the Interior
HLHEAL OF LANI MANALEVMESNT

3107 (Offlce Coda)
Sarial NHo.

DECISION

Laupan (s} and Addrono|on)
oLl and Gams

Brilling Extenslon Penled
Leaps Explred

0Ll and gas lesase [Serial number) was lesued effactive iDatel for
& (5/10)-vear term ending _{Datel .

Wa have recelved the enclosed report from our iHamel District Office
adviging ue that the lease Ls not ellgible for extensleon beyond the primasy
term. The leass tharefore expired [Date] .

Standard appeal paragraph (eee Handbook 3100=-1, Chaptar 1}).

(Eleventh/aixth) year advance rental will be authorlized for refund when all
action ls final.

Authorized Offlcer

Enclaonuras
Raport
Form 1842-1

Dlstribucions
Flepld Office Opaerations
EHA |Lf other than BLH)

BLM MANUAL Rel. 3-291
6/27/94
Supersedes Rel. 3-109




I1lustration 6

. (1.1.3)
H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Decision for Lease Expired - No

Diligent Drilling

I8 HEPLY Wb PEE T

United States Department of the Interior
HLHEAL OF LANI MANALEVMESNT

3107 (Offlce Coda)
Sarial NHo.

DECISION

Laupan (s} and Addrono|on)
oLl and Gams

Brilling Extenslon Penled
Leaps Explred

0Ll and gas lesase [Serial number) was lesued effactive iDatel for
& (5/10)-vear term ending _{Datel .

Wa have recelved the enclosed report from our iHamel District Office
adviging ue that the lease Ls not ellgible for extensleon beyond the primasy
term. The leass tharefore expired [Date] .

Standard appeal paragraph (eee Handbook 3100=-1, Chaptar 1}).

(Eleventh/aixth) year advance rental will be authorlized for refund when all
action ls final.

Authorized Offlcer

Enclaonuras
Raport
Form 1842-1

Dlstribucions
Flepld Office Opaerations
EHA |Lf other than BLH)

BLM MANUAL Rel. 3-291
6/27/94
Supersedes Rel. 3-109




Illustration ’

(I.1.5
H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES
Format for Accounting Advice Authorizing Refund on Expired
Lease Not Extended
¥ — UNITED STATES
LA st DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT
RECEIPT AND ACCOUNTING ADVICE no. 1420138 -5
Subgect: REFUND - M0 DILIGENT DRILLIMG OVER LEASE EXP DATF
Applicant.
Hemitter
AdSIENOr.
TEASE MANAGEMENT DATA  LINEW  CNPDATE  CrayMmest]
ORIGINAL SERIAL NU ASG TYPE ST | CTY FUND SYMBOL ACRES. UNITS RATE
L 006 | 14 5003 540,00 | 1.50
MTM-88551 na (P} 0
AMOUNT ANV DATE | EXP DATE | BiLLeve] 2] pisTricy | NEXT dlLL | MISC DATA ol M ALTUAL UNITS
1
ASSIGNMENT SERIAL Nu. ASG | TYSE | ST | ¢Th FIND SYMBUL 1 ACRES.UNITS RATE
| T !
AMOUNT ! ANV DATE EXPP DATE JBILLOY I 5o | DISTRICT ! SEXTRILL | Mise DATA | UM __ | ACTUAL UNITS
i I 1 T
—— ] |
APPLY REMITTANCE
ACTION FUND SYMUOL T Ty AMOUNT | Remarks
Refund hth year renral tendered on
FILINGFEE April 5, 1994, for lease year heginning
May 1, 1994,
RENTAL Lessee failed to drill diligently over the
_i end of the primary lease term.
Necision bhecame final .lune 23, 1994.
UNEARNED
REFUND 1280.00 |
TOTAL
AMOUNT DUH im M D ! PATE B/77/9%
L L B i 7 FORMMS USE ONLY
. hus tf Tatere d T i FOREST REFU e
@ s ralineg bgnte .
—_ fheraas |'-
— Wb 2 L. J
BLM MANUAL Rel. 3-291
6/27/94

Supersedes Rel. 3-109



Illustration 8

(IT1.A.3)
H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES
Format for First Production Memorandum for Federal Lands
IN HEFLY KEFEK T
United States Department of the Interior
BUREAU OF LAND MANAGEMENT
3107 (Office Code)
Serial No.

Memorandum

To: State Director (Flujd Minerals Adijudicatjon Code)

From: Fluid Minerals Field Office Operations

Subject: First Production Lease No. (or CA or unit, if applicable)

Date of Completion: (See Section II.A.2.)

Date of First Production:

Field:

Operator/Well Name/Number:

Location:

Total Depth and Surface Elevation:

Producing Formation (Show name of formation and top and bottom

and Intervals: perforation, or top and bottom of producing

interval.)
Initial Daily (Report all production including water, gas
Production: from an oil well, distillate, or condensate from
a gas well.)

Well Capable of

Production in Paying

Quantities?

Current Status: (Producing, shut in, etc.)

Remarks: (Include additional information that may be pertinent to the State
Office, other BLM offices, or MMS, including the identification of
other jurisdictional lands, leases, leases created by partial
assignment that are entitled to a 2-year extension under 43 CFR
3107.5-1, and agreements that may be affected in any manner by the
first production.

Distribution:

MMS~-DMD, Mail Stop 3112

S0 or DO Unit Section (if unit well)

Bordering District Offices (as appropriate)

SMA (if other than BLM)
BLM MANUAL Rel. 3-291
Supersedes Rel. 3~-109 6/27/94




Illustration 9
(11.B.7)
H-3107~1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Notice to Lessee of Transfer of Lease Account

Due to Production

IN HEPLY KEFER T

United States Department of the Interior
BUREALU OF LAND MANAGEMENT

3107 (Office Code)
Serial No.

Lessea(s) and Address(es) Producing 0il and Gas Lease

s o e e

Lease Account Transferred

The lease account for Federal coil and gas lease (Serjal number) has been
transferred in the Minerals Management Service (MMS) from terminable
(nonproducing) status to nonterminable (producing) status. Questions
concerning payments and reports, should be directed to the MMS, Data
Management Division at the address indicated below. Any lease status
questions should be directed to the Bureau of Land Management (BLM) at the
address indicated in the above letterhead.

Minerals Management Service
Royalty Management Program
P.O0. Box 5760

Denver, CO 80217

QPTIONAL:

Reason for transfer: EXAMPLE: Acreage committed to CA (Serial number)
effective _{Date) . Well No. 1-6 completed
{Date) on Lot 4, Sec. 6, T. 140 N., R. 100 W.,
Unnamed Field, (State), and is located on
patented lands.

Our BLM records indicate the last advance rental payment made to the MMS was

for the lease year beginning _(Date) through _(Date) . This is a courtesy
notice only, to be retained for your files.

Authorized Officer

Distribution:

Field Office Operations
SMA (if other than BLM)

BLM MANUAL Rel. 3-291
Supersedes Rel, 3-109 6/21/94




Illustration 10
(11.C.2.b)
H-3107~-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Letter Informing Operator of Cessation of
Production for a Lease When Authorized Officer Determines
Lease is Not Capable of Production in Paying Quantities

N HR LY KEF LN T

United States Department of the Interior

RUREAL OF LAND MANAGEMESNT

2107 [office Coda)

™TrY T - k) -

Daar : or Gantlamamn:

Cur records Lndlcate that well number + located fn
has bean shut in slnce _iDate) and is tha last producing well on Fedaral
oil and gas leass (Serial pumber).

We have detarmined that this lease is pot capable of production in paying
quantlities. Under 43 cFR 3107.2-2, a laasa which la in lts extendsd term
bacavse of preoductlion ln paying guantities shall not terminate upon
ceasatlon of production Lf, within &0 days thereafter, rawcrking or drilling
operations are cocmenced on the leasehold and are conducted with reasonable
diligenca during the pericd of nonproduction. You are alleowed 60 days from
receipt of this letter wichin which to restore production in paying
quantlities to tha lesasehold.

If you believe the lease is capable of production in paying guantities to
pay the day-to-day cperating costs, including rental and/or minimum royalty
on a4 sustainad basis, you must submiz justlflecatlion within &0 days of
racalpt of this lecter.

If justlflication that the wall ls capable of production in paying gquancities
ls not submitted within 60 days from recelpt of this latter, the leasa shall
automatlically terminate. A Notlce of Intent to Rbhandon (HIR) the well moest
ba filed within 30 days, starting &0 dayes after receipt of this lat:ter.

If you have any gquestlons, contcact {Hame} at Offlos [-Fs

Sincerely,

Fimld Office COparations
huthorized Officer

Distributliont
All loomoaso
50 Fluld Leasa Adjudlicatian

BLM MANUAL Rel. 3-291
Supersedes Rel. 3-109 6/27/94



Illustration 11

(I1.C.2.b)
H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES
Format for Letter Informing Operator of Cessation of
Production for a CA When Authorized Officer Determines CA
is Not Capable of Production in Paying Quantities
BLM MANUAL Rel. 3-291

Supersedes Rel. 3-10Y 6/27/94




Illustration 12

(I1.C.2.b)
H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES
Format for Letter Informing Operator of Cessation of
Production for a Unit Participating Area When
Authorized Officer Determines Participating Area is
Not Capable of Production in Paying Quantities
BLM MANUAL Rel. 3-291
Supersedes Rel. 3-109 6/27/94




Illustration 13

H-3107-1 -~ CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Method for Determining Production in Paying Quantities for

Leases Extended Beyond Their Primary Term

(I1.C.3.a)

1.

1.

Hathod for Determining Production in Paying Quantitias
for Leases Extended Beyond Thalr Primarcy Term

Compare the allowable operating costs to gross incoms on & monthly
bamis.

&,

if such comparison shows the leases Ls not profitable for a month,
determine whether production le exhaveted or Lls temporacily shut in
Far mechanical repairs. If production ls exhausted, L.e., the lease
is no longar capable of production in paying guanticies, than the
iwass terminatad. If the shut in was for mechanical repairs, tha
lease will not termipate Lf cperations are diligencly cosmenced and
continued until the well is returned to paying productlion.

If such comparison smheows the lease les profitable, then no further
nction neads To ba cakan.

Compace total yearly cost (calendar year, lesse year, or lacest lZ-month

pariod) to total yescly Lncome.

r

a.

This lncludes the cost of

ental /minimum royalty plus the prorated cost of routine workovers.
if such comparison ahows the lease Lls wtill profitable, then no

furthar actisn needs to ba taken.

If puch comparison shows the lease is not profitabla, then paying
production will be conmidered exhausted and the lease tarminaced,
unless tha lassees or ocperator diligently performs any necessacy
repalrs work Ln attempting to lmprove the well's producing
tapabilities.

The following sxample Lllustrates the above proceduram:

Valua
oLl & Gas

Dlreact Operating

onth cose [§) 53 Het (51

b 4

Jan. 150 110
Fab. 150 175

1 | 1

New. 150 175

Do, 150 —110
ear Tocal 51,800 51,370

(42}
25

1

25

140y
5170

hecordingly, If the total of any additional rental/minimum rovalty

bligationa is less tha 5170, the lease i@ capable of production in

paying guantitles.

Tha followlng leases are subject to analyesis:

hny leasa whose monthly cperating coots appear to exceed monthly
incoma for 2 conmecutlve montha.

Any lease entering lts extended term by production.

Any lease where the monthly report shows zero production.

BLM MANUAL.
Supersedes Rel. 3~109

Rel. 3-291
6/27/94



Illustration 14
(I1.C.3.a)
A-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Letter Informing Operator of Production Decline
for a Lease When Authorized Officer Determines Lease is
Not Capable of Production in Paying Quantities

IN KEFLY REFER TO
P T .

ik

3 United States Department of the Interior

BUREAU OF LAND MANAGEMENT

3107 (office Code)

Dear t or Gentlemen:

Our records indicate that production on Federal oil and gas lease (Serjal
number) has declined to the point that we have determined that this lease is
not capable of production in paying gquantities. Because the lease is
currently in its extended term by reason of production, it will terminate
unless the lease is capable of producing hydrocarbons in paying quantities.

Under 43 CFR 3107.2-2, you are allowed 60 days from receipt of this letter
in which to begin reworking or drilling operations to restore production in
paying quantities on the leasehold. The lease will not terminate so long as
approved operations are commenced within the 60-day period and such
operations are continued with reasonable diligence until paying preoductien
is restored.

If you believe the lease is capable of production in paying quantities to
pay the day-to-day operating costs, including rental and/or minimum royalty
on a sustained basis, you must submit justification within 60 days of
receipt of this letter.

If a reworking/drilling operation proposal or justification that the well is
capable of production in paying quantities is not submitted within 60 days
from receipt of this letter, the lease will automatically terminate. A
Notice of Intent to Abandon (NIA) the well must be filed within 30 days,
starting 60 days after receipt of this letter.

1f you have any questions, contact (Name) at _({Office address) .

Sincerely,

Field Ooffice Operations
Authorized Officer

Distribution:
All lessees
S0 Fluid Lease Adjudication

BLM MANUAL Rel. 3-291
Supersedes Rel. 3-109 6/27/94




I1lustration 15

(II1.C.3.a)
H-~3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Letter Informing Operator of Potential Decline
for a CA When Authorized Officer Determines CA is
Not Capable of Production in Paying Quantities

IN KEFLY REFER 10

United States Department of the Interior
BUREAL OF LAND MANAGEMENT

3107 (office Code)

= RN _R P U

Dear t or Gentlemen:

Communitization Agreement (CA) (Serial number), which includes lease(s)
i{Serial number(s)) became effective _(Date} for a periocd of two years and
s0 long thereafter as communitized substances are or can be produced from
the communitized area in paying quantities. Our records indicate that
production from the CA has declined to the point that we have determined
that this CA is not capable of production in paying quantities.

Under 43 CFR 3107.2-2, you are allowed 60 days from receipt of this letter
in which to begin reworking or drilling operations on the CA to restore
production in paying quantities. The CA will not terminate so long as
approved operations are commenced within the 60-day period and such
operations are continued with reasonable diligence until paying production
is restored.

If you believe the CA is capable of production in paying guantities to pay
the day-to-day operating costs, including rental and/or minimum royalty on a
sustained basis, you must submit justification within 60 days of receipt of
this letter.

If a reworking/drilling operation proposal or justification that the well is
capable of production in paying gquantities is not submitted within 60 days
from receipt of this letter, the CA will automatically terminate. A Notice
of Intent to Abandon (NIA) the well must be filed within 30 days, starting
60 days after receipt of this letter. (NOTE: This sentence applies only
when the well involved is Federal.) The leases committed to the CA may be
eligible for extension in accordance with 43 CFR 3107.4.

If you have any questions, contact (Name} at _(Office address) .

Sincerely,

Field Office Operations
Authorized Officer

Distribution:
All lessees
S0 Fluid Lease Adjudication

BLM MANUAL REI./;}:/:g}.
Supersedes Rel. 3-109 6



Illustration 16

H~3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES (11.C.3.a)

Format for Letter Informing Operator of Production Decline
for a Unit PA When Authorized Officer Determines PA is
Not Capable of Production in Paying Quantities

IN KEPLY REFER T

United States Department of the Interior
BUREAL OF LAND MANAGEMENT

3107 (office Code)

D.l.t_ :t or Gentlemen:

The _(Name) Unit Agreement which includes the _(Name) Participating Area
(PA) became effective _(Date) and so long thereafter as unitized substances
are or can be produced from the unitized area in paying quantities. Our
records indicate that production from the last well in the PA has declined
to the peint that we have determined that this PA is not capable of
production in paying quantities. '

Under 43 CFR 3107.2-2, you are allowed 60 days from receipt of this letter
in which to commence reworking or drilling cperations on the PA to restore
production in paying quantities. The PA will not termimate so long as
approved operations are commenced with the 60-day period and such operations
are continued with reasconable diligence until paying production is restored.

If you balieve the PA is capable of production in paying quantities to pay
the day-to-day operating costs, including rental and/or minimum royalty on a
sustained basis, you must submit justification within 60 days of receipt of
this letter.

If a reworking/drilling operation proposal or justification that the well is
capable of production in paying quantities is not submitted within 60 days
from receipt of this letter, the PA will automatically terminate. A Notice
of Intent to Abandon (NIA) the well must be filed within 30 days, starting
60 days after receipt of this letter. (NOTE: This sentence applies only
when the well involved is Federal.) The leases committed to the PA may be
eligible for extension in accordance with 43 CFR 3107.4.

If you have any questions, contact (Name) at _(Office address) .

Sincerely,

Field Office Operations
Authorized Officer

Distribution:
All lessees
S0 Fluid Lease Adjudication

BLM MANUAL Rel. 3-291
Supersedes Rel. 3-109 6/217/9



Illustration 17
H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES (I1.C.4.b)

Format for Letter Requiring Operator to Perform Tests or
Submit Economic Justification to Continue a
Well in a Shut-in Status

I WEEY HEFEH 100

United States Department of the Interior :

BUHEAT OF LAND MANAVCEVENT

3107 (office Codae)
Sarial No.

Daar 1 or Geantlamani

Cur records show that well number _ =, Faderal Leass [Seclal gumber).
({Communitization Agresment (Serial npumber}, Lf appropciate), [Hame
County, _[(Stave) , has been shut ln since iDiE!: if precios date lo unkpown

a n 4 i o » This wall
is the cnly well on the lease [(communitlization agreement) consldeced te ba
capabla of producing oll or gas ln paying gquantities. In order for tha
laase (communitlization agreement) to contlnue to ba held by prodoection, thae
wall mupt remain capable of producticn in paying guantities. We havae
raviewad the data you submizted on your most recent well test and the
(econcmic feaslbllity to conatruct and oparate the neceasary sarketing
facillities) (lack of market condlitlons to actually producej).

In order for us to continue to treat the well as an approved shuc-in wvell,
wa require a current cest of the well's capacity to produce il or gam in
paying guantities. The last test was conducted on _[Datel . Accordingly,
you are reguasted to conduct approprlate test{s) of the well's capablllicy to
produce Ln paying guanticias and submit the resultes to this office within &0
days of your recelpt of thie letter. Tha test(s) may ba any appropriate
taste, hu: ars to include, as a minimum, the fallewlng: (Any specific

B a f= P EEf =

If you feel that such testing ls unnecessary, pleasa subait within B0 dave
of your recalpt of this letter a justiflcation for not performing tha
test(s) and continuing the well ln a shut=-in atatus.

Failure to meet the above reculrement ahall result in gur conclusion that
the well Ll® no longer capable of producing in paylng quantitcles.

Sincercaly,

Fleld Office Cpecatlons
huchorized officer

Distribution:
All losneas
50 Fluld Leaae Adjudlcatlion

BLM MANUAL Rel. 3-291

6/27/94
Supersedes Rel. 3-109



Illustration 18

H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for a Last Production Memorandum for Federal Leases

(11.C.5)

United States Department of the Interior
BUREAL OF LAND MANALEMENT

3107 (office Coda)

Hemorandum
Toi State Director, i 1 ] i
Fromz Fluid Minecals Fleld 0fflce Cperaclons
Subject: Last 0Ll or Gas Productlan, saEs umbeg
z8% i [ Lo [(Serial Huymber)
Unit Participating Areasb
Last Productlon Date:
Eleld:
Dperatos/Hell Name/Mumbeg:
Logation:

Remarks; Include such items as the following:

Date the MNotice of Intent to Abandon (NIA)} the wall wap filad;
Whather last production will cause termination of the lease;

Date the communitization or unit agreement is consldered terminaced, Lf
appllesble;

Effect of the last production on any leame term; @.g., leass [(Serial
pumber) should be cerminated as of the date of last production; no
rawerking or drilling operatlons ware commenced wlthin &0 daym of tha
cessation of productiony QR

Loasi erls umb should be terminated as of [Date) ; the cperator
timely commenced new drilling/reworking opecations within 80 days of the
last productlion and such cparations continued diligently uncil the date
indicated, at which time the cperator filed his Horlece of Intent to
Abendon the (new] wall; QR

Tha following Federal leases were committed to communitlzatlon agreamant
ISepial number): X¥X-12433, XMX-12434, XAX-12435. The communitization
agresmant terminated as of the date of cessation of the reworking
operations, and each lease should be extended to ate} . Leszsa
XXX-12433 is alpo committed to communitization agreement No. [Serisl
nuzmkarl, which still is considered producing. Our records indlcated
leass XAX-12434 has never had a well and will explce at the end of che
2-year extension abpent any fucther extension. The cosmupltlzation well
wae on lease XXX=-12435 and our reccrds show this lease has ancther
praducing wall, the X-13, located Lo the SW1/4, See. 22, T. 9 H.,

R. BB W., %th PF.H.

Distributicon:

HHS-DPMD, Mall Stop 3112
50 Fluid Laase Adjudication

I EEY S EH

BLLM MANUAL
Supersedes Rel.3~109

Rel. 3-291

6/27/9




Illustration 18

H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for a Last Production Memorandum for Federal Leases

(11.C.5)

United States Department of the Interior
BUREAL OF LAND MANALEMENT

3107 (office Coda)

Hemorandum
Toi State Director, i 1 ] i
Fromz Fluid Minecals Fleld 0fflce Cperaclons
Subject: Last 0Ll or Gas Productlan, saEs umbeg
z8% i [ Lo [(Serial Huymber)
Unit Participating Areasb
Last Productlon Date:
Eleld:
Dperatos/Hell Name/Mumbeg:
Logation:

Remarks; Include such items as the following:

Date the MNotice of Intent to Abandon (NIA)} the wall wap filad;
Whather last production will cause termination of the lease;

Date the communitization or unit agreement is consldered terminaced, Lf
appllesble;

Effect of the last production on any leame term; @.g., leass [(Serial
pumber) should be cerminated as of the date of last production; no
rawerking or drilling operatlons ware commenced wlthin &0 daym of tha
cessation of productiony QR

Loasi erls umb should be terminated as of [Date) ; the cperator
timely commenced new drilling/reworking opecations within 80 days of the
last productlion and such cparations continued diligently uncil the date
indicated, at which time the cperator filed his Horlece of Intent to
Abendon the (new] wall; QR

Tha following Federal leases were committed to communitlzatlon agreamant
ISepial number): X¥X-12433, XMX-12434, XAX-12435. The communitization
agresmant terminated as of the date of cessation of the reworking
operations, and each lease should be extended to ate} . Leszsa
XXX-12433 is alpo committed to communitization agreement No. [Serisl
nuzmkarl, which still is considered producing. Our records indlcated
leass XAX-12434 has never had a well and will explce at the end of che
2-year extension abpent any fucther extension. The cosmupltlzation well
wae on lease XXX=-12435 and our reccrds show this lease has ancther
praducing wall, the X-13, located Lo the SW1/4, See. 22, T. 9 H.,

R. BB W., %th PF.H.

Distributicon:

HHS-DPMD, Mall Stop 3112
50 Fluid Laase Adjudication

I EEY S EH

BLLM MANUAL
Supersedes Rel.3~109

Rel. 3-291

6/27/9




Illustration 19

(11.D.2)
H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES
Format for Decision for Lease Terminated by
Cessation of Production
IN HEFLY HEFER T ‘
United States Department of the Interior
BUREAU OF LAND MANAGEMENT
3107 (Office Code)
Serial No.
DECISTON
$
:
Lessee(n) and Address(es) t 0il and Gas
3
3
Lease Terminated by Cessatjon of Production
Oil and gas lease (Serial number) was issued effective _(Date) for a
15/10)-year term ending _(Date) and for so long thereafter as oil or gas is
produced in paying quantities.
A determination has been made that this lease was no longer capable of
producing oil or gas in paying quantities after _(Date) . (No approved
operations to restore production were commenced within the 60 days allowed
under 43 CFR 3107.2-2.) QR (Operations to restore production in paying
quantities were unsuccessful and ceased on _(Date) .) Accordingly, the
lease term is exhausted and the lease is hereby declared terminated by
cessation of production effective _{(Date) .
Settlement of royalties or rentals due or payable must be made to Minerals
Managemant Service, Royalty Management Program, if not previously done.
Bonds must remain in full force and effect until final abandonment of all
wells on the lease has been approved, and the lease account is settled.
QPTIONAL: The following lands were embraced in this lease:
Standard appeal paragraph (see Handbook 3100-1, Chapter 1l).
Authorized Officer
Enclosure
Form 1842-1
Distribution:
MMS-DMD, Mail Stop 3110
Field office Operations
SMA (if other than BLM)
BLM MANUAL Rel. 3-291
6/27/94

Supersedes Rel. 3-109




Illustration 20
B-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES (11.D.4)

Format for Decision for Lease in a Definite Fixed Temrm

Where Production Has Ceased

I HEFLY HEFER Tie

United States Department of the Interior
BLHEAL OF LAND MANAGEMENT

3107 (0ffice Coda)
Sarial HNa.

I - RN I

Losnsee (s8] and Add-ess|as) i
! 0Ll and Ganm

;EEIH":igH ﬂ: Emﬂ!l E;Lﬂn

Qil and gam lesse (Secia] nusber) was imsued sffective (Date) for a
(5/10)=year term ending [Pate) and for so long thersafter as oll ar gas is
produced ln paying guantizies. (Include when applicable: The leoase tarm
has besn extended to _(Date] pucsuant to the decismion af {Catal .}

A determinaticn has baen made that this lease was no longer capable of
praducing oll or gas in paying quantities after _(Dare In the absence of
any further extensicn, o the astablishmant of p:ad.u..:tj_nm the leame will
sxpire at the end of its current term on _(Date)]

Settlemant of royaltles or rentals due or payable must bSe made to Hine-sls
Hanagemant Searvice, Aoyalty Management Progcam, Lf not done praviously.
Bonds must ce=main Ln foll force and effect untll final abandspment of all
wells on the lease ham been approved, and Ehe lesse account Ls sectlad.

HOTE: If the lease account is changed from nontecminable (peedecing) status
to terminable (nonproducing) etatus Ln the MMS-DMD (because the lesane
has never had a well of lte own}, an additicnal paragraph lndicating
the changed leage stactus needs to be Llncluded hers. Or, Lf the leass
will ramain on a minimum royalty basim umtil its explration, thac
fact should be indicated heras.

Standard appeal paragraph (sse Handbgok 3100-1, Chapter 1].

Authorlzed Offlcec

Enclonure
Form 1847-1

Dletribution:
Flald offleca Opecatione
SMA (Lf other than BLM)

BLM MANUAL Rel. 3-291
Supersedes Rel, 3~109 6/27/94




Illustration 21

H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES (V.A.2.b)

Format for Decision Extending Lease Because of Discovery on

Portion Segregated by Assignment

I% HEFLY HEFEH 70

United States Department of the Interior

HL REAL OF LASND MANAGEYMENT

3107 (office Cada]
Sarial MNo.

Laspan(n) and Address es)
0Ll and Gaa

o me am

Lease Extended

A discovery of oll or ges has been made on oil and lease [Seclas an

[Date) . Y¥Your oil and gas leass (Serisl number) was segregated fzom the

lease on which the discovery was made as a result of a partial asslgnment
approvad sffactive _ [Date) .

Consequantly, pursuant £2 43 CFR 3107.5-1, the term of your lease im
sxtandad through aze of discove um e

Ha £, 1994 L~ id be May 15 598), and oo leng thereafter aa
oil or gas Le produced in paying guantities. If your lease is in a rental
(cerminable) status, contlinuation of the leass through the perisd of
axtensilon depends upon timaly payment of annual cental for any lease year
beginning after tha extanalan.

Authorized Gfficer

Dlstributions
Fleld 0ffice Operatlona
HME-OHD, Mall Stap 3110
SMA (Lf other than BLH)

BLM MANUAL Rel. 3-291
Supersedes Rel. 3-109 6/27/94



H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Accounting Advice for Extension of Lease by

Discovery on Portion Segremated by Assignment

Illustration 22

(V.A.2.D)

Form 1370-41
(March 1984)

RECEIPT AND ACCOUNTING ADVICE

UNITED STATES
DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

no. 1420144 -2

Subject: LEASE EXTENSIOM
Applicant:  wv7 0il Corp.
358 First Ave.
Cody, WY 84291
Remutter
Assignor:
CEASE MANAGEMENT DATA  Cinew @upoaT  CPAYMENTI
ORIGINAL SERIAL NO. ASG. TYPE ST. | CTY. FUND SYMBOL ACRES/UNITS RATE
0ng | 14 5003 12n.00 .0n
WYW -44889 oG | P| 46
AMOUNT ANV DATE | EXP DATE | BILLCYC| SC| DISTRICT | NEXTBILL | MISC. DATA Lol M ACTUAL UNITS
240,00 4/1/82 | 2/27/94 Fj Wv0D2
" ASSIGNMENT SERIAL NO. ASH. TYPE | ST. | CTV. FUND SYMROL ACRES, UNITS RATE
AMOUNT ANV. DATE EXP DATE [BILL CYC. | 8¢ | DISTRICT | NEXTBILL [ MISC. DATA Uol M ACTUAL UNITS
APPLY REMITTANCE
ACTION FUND SYMBOL T eTy. AMOUNT Remarks:
FILING FEE Lease extended 2 years ending 2/27/94 by
discovery on lease WYW 43203,
RENTAL
Please bill for rental due 4/1/93 as soon
as possible.
UNEARNED
REFUND
TOTAL !
AMOUNT DUE ] # Q‘fg Lot DATE  1/4/03
L Lease 10 Escron: L FOR MMS USE ONLY
C ko OF Interet? nianag ] FOREST KEFUTTE
L Aute E walaus® Uhpeerating Kokt . I Ni MHEH ‘
) Aut Kenen - SOs skCTION —
Theomal F it ® ) ! BEEL I ”*
BLM MANUAL
Rel. 3-291

Supersedes Rel. 3-109

6/27/94



Illustration 23

vV.C.
H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES v.c.1

Format for Memorandum to Field Office Operations for

Partial Assignment Extension

14 HE'LY BEFRE T

United States Department of the Interior

BLREAL ©0F LAND MANALEMENT

3107 (Office Coda)
Sarlal Ne.

Haswrandum
Tot Fluld Hinerals Fleld Officae Oparations
From: Scats Director, (Pluf il

Subject: Requast for Informatieon Concernlng Undeveloped Lande Ln
Leass [Segial Humbery

Wa have fecently ruwcelved for proceseing the following proposed partial
agslgnmant:

Fromi

Tot

E zA: hSSIGNED AREA:

Plasse inform us which lands are undevelcoped so that we will be able to make
termination whether the provislons of 41 CFR 3107.5-2 ar 3107.5-1 apply,

i.m.; is there actual or allocataed production on sither the asslgned portion
or the retalned porticon of thie lessa.

Distribution:

BLM MANUAL Rel. 3-291
Supersedes Rel. 3-109 6/27/94




Illustration 24, Page 1

(v.c.3)
H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES
Format for Decision for Approval of Partial Assignment
With Extension
!
BLM MANUAL Rel. 3-291
6/27/94

Supersedes Rel. 3-109




Illustration 24, Page

H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Decision for Approval of Partial Assignment

With Fxtension

BLM MANUAL Rel. 3-291
Supersedes Rel. 3-109 6/27/94




Tllustration 25, Page 1

(VII.B.11)
H-3107-1 - CONTINUATION, EXTENSION, OR RFENEWAL OF LEASES
Format for Serial Register Page/Case Abstract for Entering
Exchange Lease into ALMRS fase Recordation
04/29/94 USDI * BUREAU OF LAND MANAGEMENT * MONTANA STATE OFFICE PG 01
SERIAL REGISTER PAGE
GEO STATE: MONTANA SERIAL NO: MTGF 0078744-B
CASE TYPE: 310771 O&G EXCHANGE LEASE - PD
LEGAL REF: 02-25-1920;041STAT0437;30USC226 COMMODITY: OIL & GAS
NAME ADDRESS % INTRST INTEREST
ANCO OPERATING CO 1155 SHERMAN ST #301 100.00000 LESSEE
DENVER, CO 80203
M_ TOWN RANGE SEC SUBDIVISION SURFACE MGMT AGENCY
20 32-0N 5-0W 5 LOT 6
7 LOT 1-3,5
8 SWNW
8 LOT 1
#02 SWNW SEGR
#03 NWSW SEGR
#04 NESE SEGR
#05 5 ASGN
#27 E2SW SEGR
#28 SENW,SWNE,NWSE SEGR
Wik TOTAL ACRES: 212,540 deirioiok
# = RELINQUISHED, CONTRACTED, WITHDRAWN, REJECTED, SEGREGATED/ASSIGNED OUT
ACTN DATE CODE ACTION ACTION REMARKS PEND ACT
07/22/1935 124 APLN RECD
03/04/1936 237 LEASE ISSUED
03/04/1936 534 ROYALTY RATE - SLIDING
03/04/1936 868 EFFECTIVE DATE
07/15/1936 221 DRAINAGE IDENTIFIED
04/13/1937 062 COMPENSATORY RLTY ASSMT /A/
07/29/1938 300 BOND REQUIRED /B/
09/08/1938 658 MEMO OF 1ST PROD-ACTUAL #G305; NO MEMO
12/13/1938 140 ASGN FILED /C/
04/18/1939 139 ASGN APPROVED EFF 01/01/1939;/C/
. 09/16/1940 140 ASGN FILED /n/
02/01/1941 067 CMPNS RLTY ASSMT TERM
07/30/1941 139 ASGN APPROVED EFF 08/01/1941;/D/
07/30/1941 570 CASE SEGREGATED BY ASGN /D/ INTO MTGF084235
01/19/1944 140 ASGN FILED /E/
12/26/1944 139 ASGN APPROVED EFF 12/31/1943;/E/
06/01/1948 237 LEASE ISSUED EXCHANGE LEASE
* GCONTINUED * * CONTINUED *
BLM MANUAL Rel. 3-291
6/27/94

Supersedes Rel. 3-109




Illustration 25, Page 2

H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Serial Register Page/fase Abstract for Entering

Txchange l.ease into ALMRS Case Recordation

04/29/94

USDI * BUREAU OF LAND MANAGEMENT * MONTANA STATE OFFICE

SERIAL REGISTER PAGE

GEO STATE: MONTANA

* CONTINUED *
ACTN DATE CODE

06/01/1948 530
06/01/1948 868
02/01/1962 232
02/01/1962 658
02/01/1962 700
12/2471986 140
02/06/1987 104
06/03/1988 140
06/03/1988 140
07/05/1988 104
07/05/1988 139
07/05/1988 139
11/15/1988 269
07/19/1989 140
08/02/1989 139
09/12/1990 940
09/05/1991 451
10/28/1991 453
01/27/1992 451
02/21/1992 453
07/01/1993 451
07/12/1993 393
09/13/1993 451
10/12/1993 453
10/22/1993 453
10/25/1993 235
10/25/1993 336
10/25/1993 646
10/25/1993 649
12/28/1993 643
02/17/1994 974
03/15/1994 247
10/25/1995 763

ROYALTY RATE - 12 1/2%
EFFECTIVE DATE

LSE COMMITTED TO UNIT
MEMO OF 1ST PROD-ACTUAL
LEASE SEGREGATED

ASGN FILED

ADDTL INFO RQST

ASGN FILED

ASGN FILED

ADDTL INFO RQST

ASGN APPROVED

ASGN APPROVED

ASGN DENIED

ASGN FILED

ASGN APPROVED

NAME CHANGE RECOGNIZED
DEFAULT DETERMINED
DEFAULT CORRECTED
DEFAULT DETERMINED
DEFAULT CORRECTED
DEFAULT DETERMINED

DEC ISSUED

DEFAULT DETERMINED
DEFAULT CORRECTED
DEFAULT CORRECTED
EXTENDED

UNIT AGRMT TERMINATED
NOTICE LAST PROD-ACTUAL
LEASE PAYING MIN ROYALTY
PRODUCTION DETERMINATION
AUTOMATED RECORD VERIF
FUTURE ACTION SUSPENSE
EXPIRES

/E/

PG 02

SERIAL NO: MTGF 0078744-B

* CONTINUED *

PEND ACT

MTM68697X; SECBSU
MTM68697X;#G305
INTO MTMO049432

/6/

ASGN GLACIER DEV INC

/a/

CUT BANK RES INC

ASGN CUT BANK RES
EFF 07/01/1988;/G/
EFF 07/01/1988;/H/

6/3/88;

/1/

CUT BANK RES

EFF 08,/01/1989;/1/
EFF 08/15/1990;/J/

CANCELLED

CIVIL PENALTIES EK

/R/
MMS

EK

RET MMS-FUNDS EXH EK
$25,000;
THRU 10/25/1995  EK
MTMEB8697X EK
/1/MTM68697X; #G305

EK

/1/
ELK

EK/RESTORE BOND

MT92234

01 /A/ 10%-11% WELL #7008; 20% WELL #5; 14% WELL #2:

02 /A/ 14% WELL #7008; 15% WELL #7016; 17% GRANT OIL CO
03 /A/ #1; 20% WELL #7013
04 /B/ MT0621 OP: A108,G305, ABO7, C407, C108, CS507
05 /C/ JOSEPH P SHEARON TO SANTA RITA 0G CO 100%

06 /D/ SANTA RITA OG CO TO J E HUPP 50% & JAMES H

* CONTINUED *

* CONTINUED *

BLM MANUAL
Supersedes Rel. 3-109

Rel. 3-291
6€/27/94



Illustration 25, Page 3
H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES
rrmat for Serial Register Page/Case Abstract for Fatering

Exchange Lease into ALMRS Case Recordation

04/29/94 USDI * BUREAU OF LAND MANAGEMENT * MONTANA STATE OFFICE PG 03
SERIAL REGISTER PAGE

GEO STATE: MONTANA SERIAL NO: MTGF 0078744-B

* CONTINUED * * CONTINUED *
COMMENTS :

07 /D/ MCCOURT 50%

08 /E/ SANTA RITA OG CO TO CARTER OIL CO 100%

09 /F/ SLIDING SCALE 12 1/2% TO 33 1/3% FROM 3/4/36 TO
10 /F/ 6/1/48

11 /G/ EXXON CORP TO GLACIER DEV INC 100%

12 /H/ GLACIER DEV INC TO PETRO-AMER RES INC 100%

13 /I/ PETRO-AMER RES INC TO LATERAL TECH INC 100%

14 /J/ LATERAL TECH INC TO ANCO OPERATING CO

15 /K/ RECLAMATION NONCOMPLIANCE; BARRED FROM FUTURE
16 /K/ LEASING

STATE ENTITY ACRES
LEWISTOWN DISTRICT 212.540
GREAT FALLS RA 212.540

MONTANA GLACIER 212.540

CASE DISPOSITION: 06/01/1948 AUTHORIZED

BLM MANUAL Rel. 3-291

Supersedes Rel. 3-109 6/21/94




Il1lustration 26

. (VIII.B.12)
H-3107-1 -~ CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for Decision Transmitting Renewal Lease

Forms for Execution

e KRS KEFREN TH

United States Department of the Interior
BEREAL OF LAND MANAGEMENT

3107 (office Code)

Sarial HNo.
Fig IL= N RFCEI?T REQUESTE
RECISION
Lagnam(m) 1
0Ll and Cas
t Renewal Laaaa
1
1 as mitt £ o
OPTIONAL: cConsent of Sucety Requiped
Your appllication far 10-yesar renewal of olil and gas lease (Sorigl numberl

has been recelved. The records ahow this leane was originally lesued for a
i0=year tezm, with prefecantlal cight of the lesses to ranew tha lease for
successive l0-year paricods with such resscnable terms end conditicnm as may
be prescribed by the lessor, unless otheswlee provided by law at the tlme of
the expiraticn of such pericds. In accordance with Mineral Leasing Ret
amandzment of Hovesber 15, 1950, the term of this leans is renewed effectiva

[Date) for a pariod of 20 yeacs and so long thersafter as oll or gas are
produced in paylng guantitlies. The lease Lls not committed to a unitc
Agresment.

Enclosed are an original and two coples of ranewal leass forms with (Homberp)
stipulations actached. The royalty rate for the new lease is 12 1/I parcent
in accordance with 41 CFR 2103.3-1.

(IF AFPFROFRIATE: rior to lesse lesuance, proper bond coverage oust ba
providaed.

(IF APPROPAIATE, also require rental payment for the first renewal vear.) —

A paricd of 10 days from yvour rocelpt of this decision is allowed Ln whish
to execute all coples of tha lease, Lnitial all changes made in the rovalty
schedule, return the lesme forme with the stipulation attachments, and
comply with any other requiremsnta indicated above.

Failure to return the axacuted lease forme within the time allowed will
repult in rejection of your application without further notice. You have
20 days Iln which to appeal this decision after the expiratiocn of the 3I0-day
compliance period. An appeal during the ecompliance period is subject to
disziissal as being prematura.

Standard appeal paragraph (see Handbook 3100-1, Chapter 1}.
huthorized Officer
Enclosuces
Leans Forme (wich stipulations attachad)

Form 1B42-1

Dletributlan:

BLM MANUAL Rel. 3-291
Supersedes Rel. 3-109 6/27/94



Illustration 27

VIII.B.16)
H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES (
Format for Accounting Advice Showing Renewal Lease Issued
Form 137041 UNITED STATES |
(March 1984} DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT
RECEIPT AND ACCOUNTING ADVICE no. 1420146 -2»
Subpeet: RENFWAL LFEASF
Applicant:  g1G DRILLING CORP.
6677 Melody Lane, Suite 9
Yherever, CO 80288-0009
Remutter:
Assignor:
LEASE MANAGEMENT DATA _ [new  TLPDATE AYMENT]
ORIGINAL SERIAL NO. ASG. | TYPE ST. | cTY. FUND SYMBOL ACRES/UNITS RATE
N8l |14 50n3 639,87 2.00
CoD-N33333 0G| Pl N8
AMOUNT ANV.DATE | EXP.DATE | BILL CYC] 8¢| bpisTrieT | NEXT BILL | MISC. DATA Uof M ACTUAL UNITS
$1280.00 2/1/1991) 1/31/2011
ASSIGNMENT SERIAL NO. ' ASG. TYPE | ST. | (TY. FUND SYMBOL ACRES/'UNITS RATE
|
AMOUNT ANV. DATE EXP.DATE [BILLCYC. | S | DISTRICT | NEXT BILL | MISC. DATA Uof M ACTUAL UNITS
APPLY REMITTANCE
ACTION FUND SYMBOL CTY AMOUNT Remaris:
N Renewal lease issued effective 2/1/1991 for
FILINGFEE 20-year term.
RENTAL 145003 nN81 | $128n.00 This replaces renewal lease COD-033333
which was issued effective 2/1/81 and
expired 1/31/91.
UNEARNED Apply rental 2/1/1991,
REFUND
TOTAL
AMOUNT DUK W DATE: 2/27/01
L Lease in Excrow? FOR MMS USE ONLY
O kus OF [nterest” BILLET — 1 FOREST REFUCE
Autw Escalates” Uperating Hachts” NUMBER
Aut Henew Uheratr s SECTION
Thonud Filent” Colk L - ——
Rel. 3-291
BLM MANUA
NUAL 6/27/94

Supersedes Rel. 3~109
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(VIII.B.17)
H-3107-1 - CONTINUATION, EXTENSION, OR RENFWAL OF LEASES
Format for Serial Register Page/Case Abstract for Entering
Issued Renewal Lease into ALMRS Case Recordation
04/21/94 USDI * BUREAU OF LAND MANAGEMENT * CALIFORNIA STATF OFFICF PG 01
SFRTIAL REGISTER PAGE
GEOQ STATE: CALIFORNTA SERTA] NO: CAS 001493818
CASE TYPE: 310781 O&G RENEWAL [SF - PD
LEGAL REF: 0O&G RENEWAL LSF(PD):02-25-1920 COMMODTTY: OI1 & (GAS
NAMF ADDRESS % INTRST INTFRFST
SANTA FE ENERGY RES 5201 TRUXTUN AVE#100 JU0, 00000 [FRYFE
BAKERSFIEID, % 93309
M_ TOWN RANGE SEC SUBDIVISION SURFACFEF MGMT AGENCY
21 31.08 22.0E 20 W2,SE BUREAU LAND MANAGEMEN
27 Swsw BUREAL' LAND MANACEMEN
28 NW BUREAU TAND MANAGEMEN
5 10T 1-4 BURFAL' LAND MANAGEMEN
xkxxx  TOTAL ACREY: AR2.460 xxxxx
ACTN DATE CODE  ACTION ACTTON REMARKS PEND ACT
09/09/1924 124 APLN RECD VISALIA 0Y3l0 S1s
09/09/1924 86R EFFFCTIVE DATF SEC 14
N5/13/1925 237 T1S8SUED FFF 9-9-14921 §IS
06/29/1925 140 ASGN FTLED JAMESON & SWIFT sSIs
09/26/1925 139 ASGN APPROVED EFF 9-26-1925 - 8Is
05/27/1926 140 ASGN FTLED SANTA FF 100% si8
08/10/1926 139 ASGN APPROVED FFF H-10-1926 818
06/03/1927 677 SUSP OPS OR PROD/PMT RF) OPFRATTONS 318
12/09/1941 §78 &USP LIFTFD s1s
Q2/04/71942 650 HELD BY PROD - ACTUAL 378
n2/04/1942 A58 MEMO OF 18T PROD-ACTUAL /A/ sls
02/05/1942 102 ACCT TRFD TO AFY sIs
04/29/1953 314 RFENFWL APLN RFCD sis
07/01/1953 242 LEASF BRENEWED sIs
04/02/71954 140 ASGN FILED CHANSLOR-CANFIFLD S18
03/16/1955 139 ASGN APPROVED EFF 5-1-1954 8IS
03/05/1961 314 RENEWL APLN RErD 818
07/01/1963 242 [LFASE RENEWED qI8
03/26/1973 314 RENEWL APLN RECD ale
07/01/1973 242 LEASE RENEWED SIs
N7/30/1979 817 MERGER ENACTED/RECG /B/ e1e
03/28/1983 314 RENEWL APLN RECD 8Is
N7/01/1983 242 LEASE RENEWFD
09/13/1990 103 ADDTL INFOR RECD MERGER/NAME CHe BJE
* CONTINUED =* * CONTINUED ~
BLM MANUAL Rel. 3-291
6/27/94

Supersedes Rel.3-109




Illustration 28, Page 2

R-3107=1 - CONMTIMIATION, FXTENSION, OR RENEWAL OF LFASES

Format for Serial Register Page/Case Abstract for Fntering

Issued Renewal Lease into ALMRS Case Recordation

fnar21s94 UshDY = BUREAU OF LAND MAMACEMENT. = "3 TEORNTA STATE QFFLCT PG o3
AFRTA! REGISTER PACFE
GFEN STETE: CALTEONENTA AFETA] MM A U REEN:
E CONTINUED = = POATIMIED f
ACTN DATE NODE  ACTION AN REMADE S PEND AT
0dg /20 A1aan L B MESRER ENAUTED/RECD Fard IR
1NNl f1aag 521 RLTY PED=-STRIPPER WELL 2ol 1y 8Te
0L LA 525 RLTY BEDUCTION appif [ SIs
04/,29/19583 874 ALMRA RECORD VERIFIED e ]
R ANG/ Ea Lirg ADDTL INFOE poxT BENEWAL APLN:ILFE4EF
DE/NTL199) e RENFWL &PLMN HFI°D S
QTsoLs L A0 CBOYALTY BATE 130 102% LR
DR 20,1907 242 LEARE REMFWFL BFF T=1=1%%"
0972371993 343 DECTATON TH4UED ing
&30/ 247 FUTHRE AFTTAN SHEPENSE JES Hl
CHIMMENTE:
0l FAJBEE . 2-3R=194 MEMUL FROM GROLIMIICAL SURVEY, WEL |
nz N, 1h=15%;
01 SRSCHANSLOR=-WEATEEN AT AND DEVELOPMENT 10 WITH
na SANTR FF FNFLGY 00, A TEXAS MORP;
06  JIIS2ANTY PE ENESAY ' [NTH “ANTS FE EMERRY HESO{BCEY
ne INE:
07  JDJCORRECT LEASE LAMD DFEYCOTPTION:
OB SESCHECE TF LFASFE T8 PROMICTME - TF MOT, LeF Wil
na EXBTRE-AS -BRER BE- AN =hp T Op - 11=TR=1 s
STATE ENTITY ARER
CALTIFORNTA BAKEREFIELD D, ALM AK2. 450
CALTPOENTA CALIENTE EBA, BLM
TALIFOENTA KEERM OUNTY., SED, 460
21 BUYREAL LAND MANAGEMENT, BRZ. 450
CARE DTSPRSTTION: NRAA0/19%3  AUTHARIZED
BLM MANUAL Rel. 3-291

Supersedes Rel.

3-109
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Illustration 29
H-3107=-1 - CONTINUATIUN, EXTENSION, OR RENEWAL OF LEASES (IX.A.3)

Format for Decision Extending Lease for Discontinuance of

Compensatory Royalty Payments

- N EEPLY HEVEN T

United States Department of the Interior

BUREAL OF LAND MANAMGEMENT

R

1107 (office Codas) |
Sarial Mo,

1
Lansan 1 |
1 oll and Gas
1
1

The Mlinerals HManagement Sarvice has reported compensatory royalty assamssmant
paymants have besn discontlnued for oll and gas lease [Jecial pumber).

In accordance with 43 CFR 1107.9=1, the leass term ls hereby sxtanded for
1l yaar from discontinuance of compansatory royalty payments, beglnning
[Cate) wending at midnight _I(Datel .

Bacauss this lesase is ln a nonproducing status, in accordance with 41 CFR
3103.3-2(e), the continuation of this lesss will depand upon cimaly annual
rantal payments in oardar te prevent tarmination of the lasass at Lte naxt
anniversary date, Pleass place the appropriate leasme marial number on
checks for annual rental payments and mall to the following address:

Minerals Hanagemant Service (HME)
Royalty Management Program

P.O. Box 5640

Danver, Colorado 80217

Thae records of this office Lndicate that ths naxt rental payment for this
laass should be Ln the smount of [§ i and is reguired to be recelved
by the HMS by _(Date) .

Authorized Officer

pistribution:
Fiald Office Opsratlonms
SHA (Lf other than BIM)
MMS=DMO, Mall Stop 3110

BLM MANUAL Rel. 3-291

6/27/94
Supersedes Rel. 3-109



Illustrat
H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Format for First Production Memorandum on Indian Leases

ion 30

x)

IN HEPLY KEFER TO

United States Department of the Interior
BUREALD OF LAND MANAGEMENT

3107 (Office Code)

Memorandum
To: Area Director, Bureau of Indian Affairs

Prom: Fluid Minerals Field Office Operations

Subject: First Production Lease No. (or CA or unit, if applicable)

Date of Completion:

Date of First Production:

Field:

Lessee or Operator/Well Name/Number:
Location:

Total Depth and Surface Elevation:

Producing Pormation (Show name of formation and top and bottom
and Intervals: perforation, or top and bottom of producing
interval.)

Initial Daily Production: (Report all production, including water, gas
from an oil well, distillate, or condensate
from a gas well.)

Wall Capable of Production
in Paying Quantities?

Remarks: (Include additional information that may be pertinent to the
State Office, other BLM offices, MMS, or BIA, including the
identification of other jurisdictional lands, leases, and agreements that
may be affected in any manner by the first production.)

Distribution:
MMS-DMD, Mail Stop 3112
State Office Mineral Resources
Other BIA Offices (as appropriate)
Bordering District Offices (as appropriate)

BLM MANUAL
Supersedes Rel.

Rel

3-109

. 3-291
6/27/94




Illustration 31

XI.B.1
H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES ( )
Format for Last Production Memorandum for Indian Leases
BLM MANUAL Rel. 3-291
6/27/94

Supersedes Rel. 3-109
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H-3107~-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES (r.8)
Solicitor’s Opinion on Drilling Extension for Leases in
Primary Term Which Have Been Extended Under
Other Provisions (May 17, 1984)
Rel. 3-291
BLM MANUAL 6/27/9%
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H-3107-1 — CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Texaco. Inc., supra at 130; Yates Petroleum Corp., Supra at 1l. Since this
was not an issue in either case (neither lessee was drilling at the end of
the primary term), this statement is not a conclusion of law by the Board.
However, since the language of the Act provides no definitive guidance
esither way and since the Board’s construction gives consistent meaning to
both extension provisions, we see no reason why it may not be followed.

In conclusion, where a lease is subject to an extension under section 17(j)
but is still within its primary term, it may receive a drilling extension
under mection 17(e) if the lessee is prosecuting diligent drilling
operations at the end of the primary term. If esuch a lease is extended by
drilling, the drilling extension operates in place of, and pot in addition
to, the section 17(j) extension The drilling extension begins at the end of
the primary term of the lease and supersedes the prior section 17(j)
extension

Lawrence J. Jansen
Associate Solicitor
Energy and Resources

BLM MANUAL

Supersedes Rel.

3-109

Rel. 3-291
6/27/94
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(1.B)
H-3107~1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Solicitor's Opinion on 0Oil and Gas Extension Pursuant
to Section 4(d) of the Mineral Leasing Act Revision of 1960
(Meaning of Actual Drilling Operations) (M-36657, July 17, 1963)

UNITED STATES DEPARTMENT OF THE INTERIOR
OFFICE OF THE SOLICITOR
WASHINGTON 25, D. C.

M-36657 July 17, 1963
Memorandum

Toi Chief, Division of Minerals, Bureau of Land Management
From: Associate Solicitor, Division of Public Lands

Subject: Oil and gas lease extensions pursuant to section 4(d) of the
Mineral Leasing Act Revision of 1960

On July 5, 1963, the Assistant Solicitor, Branch of Minerals, of this
Division, was informally asked by your office about the interpretation of
section 4(d) of the Mineral Leasing Act Revision of 1960 (74 Stat. 781, 790;
30 U.S5.C., sec. 226.1(d)). That subsection provides:

"(d) Any lease issued prior to the enactment of the Mineral
Leasing Act Revision of 1960 which has been maintained in
accordance with applicable statutory requirements and regulations
and which pertains to land on which or for which under an approved
cooperative or unit plan of development or operation, actual
drilling operations were commenced prior to the end of its primary
term and are being diligently prosecuted at that time shall be
extended for two years and so long thereafter as oil or gas is
produced in paying quantities."®

The principal question asked was about the meaning of the term "actual
drilling operations”. We understand that certain lessees, in an endeavor to
cbtain 2-year extensions of their leases, have started drilling operations
just before what would otherwise be the end of the primary term and, once
that date has been passed, have terminated their drilling operations.
Lessees have attempted to come within the technical requirements of actual
drilling operations with drilling plans which have no reasonable prospect of
success. :

The legislative history of the Mineral lLeasing Act Revision is not explicit
on the meaning of this term, but it does reveal a significant fact. The
original term employed was simply "drilling operations”. Then it was
amended to "actual drilling operations®™. It is obvious that the inclusion
of the word "actual” was deemed of great importance by the Committee, and it
should therefore, not be dismissed as mere verbiage. The word "actual” is
opposed to the word "nominal®, and thus the use of “"actual" means that the
drilling operations must be more than merely nominal. The purpose of
drilling operations is to produce oil or gas. Therefore, an essential
characteristic of actual drilling operations is that they be conducted in

BLM MANUAL Rel. 3-291
Supersedes Rel. 3-109 6/21/94
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H=3107-1 -~ CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Instruction Guideline for Entering Production-related 0il

and Gas Lease Data into Case Recordation

INSTRUCTION GUIDELINE FOR ENTERING PRODUCTION-RELATED OIL AND GAS
LEASE DATA INTO CASE RECORDATION

.

INTRODUCTION

The development of production-related codes and data entry standards has
been complicated, primarily because production data has many different
users with very different needs, purposes and perspectives.

In order to develop codes and standards, purposes and needs were defined
based on all of the information available at the time, including all
comments provided by the States. Following are the purposes and needs
established:

PURPOSES:
1. Maintenance of current lease status (whether or not the lease is
capable

of producing in paying quantities).
2. Determination of type of production (actual, allocated, or location).
3. Creation of a production history.

NEEDS:

1. Provide reporting capabilities.

%. Accommodate automated data transfer to Minerals Management Service
MMS).

3. Provide the ability to resolve MMS and public queries from the data
base.

Once the purposes and needs were identified, the codes and standards were
developed. These codes have been developed to be used in conjunction
with one another to create a complete history as well as reflect the
current production status.

Action codes and standards have been categorized into three categories to
make the overall concept easier to understand: (1) current production
status (source), (2) creating the history and (3) cessation of
production.

All of the Action Codes described in this Instruction Guideline are
mandatory for use when the applicable action occurs on a lease. This
Guidebook and its examples deal only with production-related coding. The
nonproduction-related codes (e.g., lease and assignment. applications
filed and approved, lease segregations, and lease adjustments) are to
continue to be used in accordance with existing instructions. The
examplal in the Guidebook reflect the minimum information required. It
is optional to include other information related to an Action Code, such
as well locations or unit agreement names, either after the semicolon in
the Action Remarks section of the SRP or in the General Remarks section
of the SRP.

Using the following codes in the prescribed manner will provide the
information on the Serial Register Pages (SRP) of each lease to meet the
established purposes and needs.

BLM MANUAL Rel, 3-291
Supersedes Rel. 3-109 6/26/94
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H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

1. CURRENT PRODUCTION STATUS CODES

The purpose of the current production status codes (650, 651 and 653) is to
identify producing leases and the primary source of production. These codes
accommodate the need for ad hoc query as to the production status of the
lease as well as meeting the needs of the Quarterly Fluid Minerals Report.
The sources of production are divided into three categories: (1) Actual -
the well is actually located on the leasehold. Consideration should not be
agiven to whether the production from that well is allocated to a
Communitization Aqreement (CA) or Participating Area (PA). (2) Allocated -
production from an off-lease well is allocated to the lease. (3) Location -
a lease is committed to a producing unit but outside of a PA.

Only one of these codes is allowed to apvear on an SRP at any given time and
onlv when the lease is actually held by a source of production. These codes
will be added and deleted as defined below. Por this reason, nothing is
shown to be entered in Action Remarks throughout this Guidebook, unless
otherwise stated. "Enter date" means the Action Date. Needed information
such as production source serial numbers are provided for in the historical
codes section. If a lease is considered "capable of producing in paying
quantities,” the primary production source code must appear on the SRP. Of
the three types of production, actual oroduction takes precedence over the
other two. Allocated production will take precedence over location. If the
lease remains on AFS after production has ceased. other provisions will be
provided later to accommodate these leases.

650 - HELD BY PROD - ACTUAL .
Enter date lease is considered first capable of production as stated in
either the lease or CA Memo of First Production. This date is normally
the well completion date. Use only when the well is actually located on
the leasehold. If the well completed on the lease is a unit well, use
the effective date of either the PA or the PA Revision, whichever
entitles the lease to participation. If the well completed on the lease
is subsequently determined to be a CA and/or a unit well, use the
earlier of the lease, CA, or PA first production date that establishes
the lease as capable of production. If the leasehold well is the source
of unit or CA production, this code is used even though the production
is allocated to the unit or CA. Code 650 will supersede either of the
other two codes. If the SRP has previausl{ been coded that the lease is
receiving allocated production (651) or held by location (653), and a
leasehold well becomes productive, the 651 or 653 is removed and
replaced by 650. The 650 code will remain as long as there is a well
capable of production on the lease. If all actual production (650)
ceases but the lease remains in a "producing status” because of some
other source of production, the appropriate code (651 or 653) with the
appropriate date should be entered at this time and the 650 code
degetad. If the original well which caused the lease to go to a "held
by actual production status" should cease production, do not change the
Action Date of this code as long as there remains another source of
actual production on the lease.

BLM MANUAL Rel. 3-291
6/27/94
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H=3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

658 - MEMO OF 1ST PROD - ACTUAL

Enter date lease is considered first capable of production as stated in
either the lease or CA Memo of First Production. This code is only used
for production on leases where the well is actually located on the
lease. If the well is a unit well, use the effective date of either the
PA or the PA Revision, whichever entitles the lease to participation.

If the well completed on the lease is subsequently determined to be a CA
and/or unit well, enter this code again for each of the CA first
production memo and/or PA approval. If the code is based on a CA or
unic well, enter the serial number of the CA or PA and the well number
in Action Remarks. If the code is based on a leasehold well, enter just
the well number in Action Remarks. Use this code in conjunction with
the 650 and 643 codes. Use a numeric tie with the 643 code in Action
Remarks. 1If the lease has more than one source of actual production,
this code is entered each time a Memo of First Production, or its
equivalent (PA approval), is received. Such a situation would occur on
a lease which has acctual production and which is later committed to a CA
and the productive CA well is on the leasshold. The purpose of multiple
use of this code is NOT to track all wells on a lease, but to track
"sources” of production. Use this code only when a Memo of First
Production. or its equivalent (PA approval), is generated.

660 - MEMO OF 1ST PROD - ALLOC

Enter date lease is considered first capable of production as stated in
the Memo of First Production for the CA. Use only when production is
from an off-lease well. If the off-lease well is a unit well, use the
effective date of either the PA or the PA Revision, whichever entitles
the lease to participation. If the off-lease CA well is subsequently
determined to be a unit well, enter this code again for the PA approval.
Enter the serial number of the PA or CA in Action Remarks. Use chis
code in conjunction with the 651 and 643 codes. Use a numeric tie with
the 643 code in Action Remarks. If the lease already has actual
production (action code 650), do not enter a 651 code when entering the
660 code. As with the 658 code, if the lease has more than one source
of allocated production, the 660 code is entered each time a Memo of
First Production, or its equivalent (PA approval), is received. As with
the 658 code, the purpose of mulctiple use of this code is NOT to track
all wells on a lease, but to track "sources" of production. Use this
code only when a Memo of First Production, or its equivalent (PA
approval), is generated.

659 - LOCATED IN PROD UNIT

Enter date lease is held by location in a producina unit (the date the
unit became producing or the date the lease is committed to a producing
unit, whichever is later). Use when the lease is committed to a
producing unit, but is not within a PA. Enter unit serial number in
Action Remarks. Use in conjunction with the 653 and 643 codes. Use a
numeric tie with the 643 code in Action Remarks. Use of the code is
mandatory each time a lease is committed to a producing unit but is net
included in a PA. Therefore, the code can be used more than once on a
lease if the lease is committed to more than one unit during its life.

BLM MANUAL Rel. 3-291
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H=3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

643 - PRODUCTION DETERMINATION

Enter date the applicable first production memo or last production memo
is sianed. or the date the PA or PA Revision approval or termination is
sianed. This code is to be cross-referenced with the appropriate Action
Code (658. 659. 660. 646, or 647) through the use of a numeric tie in
Action Remarks.

NOTE: Use of this code is mandatory only for actions occurring after
February 1. 1990. and should not be entered retroactively.

232 - LEASE COMMITTED TO UNIT

Enter date the lease 1s committed to the unit aareement. Enter the unit
serial number in Action Remarks. Codes 232 - LEASE COMMITTED TO UNIT
and. 1f aoplicable. 700 - LEASE SEGREGATED are used on the committed
lease. 209 - CASE CREATED BY SEGR is used on the non-committed
searegated lease.

233 - LEASE IN UNIT/UNCOMMIT'D

Enter effective date of the unit agreement or the lease effective date,
whichever is later. Enter the unit serial number in Action Remarks.

Use for leases within but not committed to a unit. or where a new lessee
is permitted to ooerate independently (43CFR3101.3-1). If only part of
the lands are within a unit area, enter an alpha indicator (/A/) tie to
General Remarks, and list the lands which are within the unit area
there. Remove this code once the lease is committed to the unit. Enter
the deleted information in General Remarks for historical purposes, if
necessary.

246 - LEASE COMMITTED TO CA

Enter date communitization agreement is effective or the lease effective
date. whichever is later. Enter CA serial number in Action Remarks. If
the CA has an old contract number. it is ootional to either enter the
number after a semicolon after the CA serial number in Action Remarks,
or cross-reference it in General Remarks (See Examples).

691 - AGRMT INVALIDATED

Enter date it is determined that the aareement is invalidated because
the public interest requirement was not met. Enter the CA or Unit
serial number in Action Remarks (EX: COC65788X).

657 - EXT BY PROD (YATES DEC)

Enter effective date that the lease is determined held bv conditions
contained in IBLA Yates Decision (see Yates Petroleum Corp., 67 IBLA
246, dated Seotember 24, 1982), That is, production is established on a
unit well in insutficient quantities to meet the paving well eriteria
under the terms of the unit to cause the unit to enter a producing

BLM MANUAL
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status (does not cover drilling and production costs), but will serve to
extend all leases committed to the unit because the production is
sufficient on a lease basis (covers operating and marketing costs).
Enter unit serial number in Action Remarks. Use onlvy on those leases
that are actually held by the Yates Decision. Mandatory for use when
this situation occurs but only on those leases it affects. Because this
is the only indication of why the lease didn't expire, code 657 is not
removad when the unit becomes productive or terminates.

648 - EXT BY PROD ON ASSOC LSE

Enter effective date of seqreqation notice which extends the lease.
Enter serial number of associated lease in Action Remarks. Mandatory to
use on seqregated leases that are held by production on their parent or
associated leases.

245 - LSE COMMITTED TO GSA

Enter date gas storage aqreement is effective. Enter GSA serial number
in Action Remarks. Mandatory use on leases committed to GSA. I[f the
lease is issued after the effective date of the GSA, enter effective
date of lease.

243 - LEASE SUBJECT TO DC

Enter date Development Contract (DC) is effective. Enter serial number
in Action Remarks. If lease is issued after effective date of DC, enter
etfective date of lease. Mandatory use on all federal leases that are
exempt from chargeability due to the DC.

649 - LEASE PAYING MIN ROYALTY

Enter date production ceased. To be used on leases on which actual
oroduction has ceased during primarv or fixed term. etc. Use in
conjunction with codes 763 - EXPIRES, 646 - MEMO LAST PROD-ACTUAL, 647 -
MEMO LAST PROD-ALLOC. and 235 - EXTENDED.

763 - EXPIRES

Enter expiration date (future date allowed). Mandatory for use on
leases that remain on AFS after all oroduction ceased. Use in
coniunction with 649 - LEASE PAYING MIN ROYALTY. At this time AFS does
not provide a list of leases that expire under their jurisdiction. Use
of this code will provide BLM the capability of calling these leases up
at the appropriate time to be processed with the BRASS expirations.

3. CESSATION OF PRODUCTION CODES

Last production codes are divided into two categories. The first category of
codes is intermediary codes which are used more for historical purposes.
These codes are to be used in conjunction with historical codes to reflect

Rel. 3-291

BLM MANUAL 6/27/94

Supersedes Rel.- 3-109
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H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

248 - DC TERMINATED
Enter date DC terminated. Enter DC serial number in Action Remarks.

The second categorv of last production codes is used when sources of
actual or allocated production have ceased.

646 - MEMO OF LAST PROD - ACTUAL

Enter the effective date of last actual production as indicated in the
Memo or Determination of Last Production for the lease or CA. If the
production source is from a PA, enter effective date of PA termination.
If the well is a CA or unit well. enter the serial number of the CA or
PA and the well number in Action Remarks. 1If che well is only a
leasehold well, enter just the well number in Action Remarks. Use in
conjunction with 643 - PRODUCTION DETERMINATION. Use a numeric tie with
the 648 code in Action Remarks. The 650 code is removed when the last
source of actual production ceases.

647 - MEMO OF LAST PROD - ALLOC

Enter the effective date of last allocated production as indicated in
the Memo or Determination of Last Production for the CA. If the
production source is from a PA, enter effective date of PA termination.
Enter the serial number of PA or CA in Action Remarks. Use in
conjunction with 643 - PRODUCTION DETERMINATION. Use a numeric tie with
the 643 code in Action FRemarks. The 651 code is removed when the last
source of allocated production ceases.

The followinag four examples are provided in a manner that vou can follow the
progression of lease events. Each example begins with a summary sheet that
aives the scenario and a list, with a short description of the chain of
events contained within the example. Following the summary sheets are action
sheets that list the codes required by the event. Included is a discussion
of the entry in relationship to the lease. After the codes and discussion,
examples are provided of what the reader can determine from the SRP at that
point in time, either by a quick review or through analysis of the event
codes. Following the action sheets is a sample SRP which reflects the coding
for the actions described. For each event. a separate action sheet and SRP
are provided to illustrate the codina required and the addina. changina and
removing of the current production status codes.

When readina the analysis of what the reader can determine from the SRP.
remember that the "reader" is any number of people. The reader will include
industry. the District and Resource Area Offices, MMS (both Bonus and Rental
Accounting Support System (BRASS) and Auditing and Financial System (AFS),
and various State Office personnel (including Adijudication, Fluid Minerals
and Public Room personnel).

BLM MANUAL

Rel. 3-291

Supersedes Rel. 3-109

6/27/94
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H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

EXAMPLES p. 1

EXAMPLE 1 (COC60001)

Scenario:

The lease receives leasehold production. Production ceases with time
remaining in the primary term of the lease. The account is transferred
to AFS. All or part of the lands are determined to be within a KGS area
and the rental is increased, effective lease year August 1, 1979.

Action 1:

First production is established on the lease.

Action 2:

Last production is established on the lease.

BLM MANUAL Rel. 3-291
Supersedes Rel. 3-109 6/27/94
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H~3107=~1 -~ CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

EXAMPLES p. 1

Action 1

07/25/1378 650 HELD BY PROD - ACTUAL
From the firat production memo it was determined that production was
established on July 25, 1978, on the leasehold. Code 650 i3 used when the
well 1a on the |easshold.
07/25/1978 558 MEMO OF lST PROD - ACTUAL f1/423-1
Code 658 is used in conjunction with the 650 and 643 codes, Enter this code
for each Memo of First Production when the well i3 on the leasshold. Enter
the well number as the cross-referspnce.
o08/1/1378 643 FRODUCTION DETERMINATION fif
Hemo of Pirst Production was signed and dated August L, 1378. Use in
coniunction with code 653.
FProm thi=z SRP the reader can determine:

1. The lease is producing.

2. he source of production is actwal production on the leasshaold
from well pumber 23-1.

3.  The account will most likely never returnm te BERASS to pay rentals
nt an increased rate.

4. Pirst production was established on the leasshold on July 25, 1573,
from well number 23-1. The Memo of First Preduction was written on
Kugust 1, 1978,

5. The lease account was tranaferred to AFS on August 3, 1976,
effective July 25, 1974,

B, fentals at 50, per acre ceased and minimum rovalty at 51.00 per
dcre or royalty began with the next lease year, August 1, 1974.

7. Al or part of the lands were determined to be within the Pierce
Pield KGS on September 15, 1978, and the rental rate was increased
to 52.00 per acre effective lease wyear Rugust 1, 1579, should any
of the KG5 lands return to a rental status on BRASS.

Example 1 (COCBOOOOL)

BLM MANUAL Rel. 3-29]
el. 3-
Supersedes Rel. 3-109 6/27/94
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H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

USDI * BUREAU OF LAND MANAGEMENT COLORADO STATE OPPICE
SERIAL REGISTER PAGE

GEO STATE: COLORADO SERIAL NO: coC 60001
CASE TYPE: 311111 OIL-GAS LEASE (NC, PD)
LEGAL REF: 0&G LEASE (NC, PD): ACT 2/25/1920, 30 COMMODITY: OIL & GAS

NAME ADDRESS %_INTRST INTEREST

ABC CORPORATION 2850 YOUNGFIELD ST 100.00000 LESSEE
LAKEWOOD, CO 80215

...... -

M_ TOWN RANGE SEC SUBDIVISION SURFACE MGMT AGENCY
23 34.0N 6.0 23 PROT ALL
26 PROT ALL

*xxxx  TOTAL ACRES: 1484.000 *xxxx

ACTN DATE CODE ACTION ACTION REMARKS PEND ACT

09/06/1975 124 APLN RECEIVED

08/01/1976 868 EPFECTIVE DATE

07/25/1978 650 HELD BY PROD (ACTUAL)

07/25/1978 658 MEMO OF 1ST PROD-ACTUAL /1/#23-1
08/01/1978 643 PRODUCTION DETERMINATION /1/
08/03/1978 102 ACCOUNT TFRD TO APS EFF 7-25-78
09/15/1978 510 KMA CLASSIFIED PIERCE FIELD
10/22/1978 315 RENTAL RATE ADJUSTED $2.00;AC

STATE ENTITY ACRES
COLORADO MONTROSE DISTRICT

COLORADO SAN JUAN RA

COLORADO ARCHULETA COUNTY

CASE DISPOSITION: 08/01/1976 AUTHORIZED

BLM MANUAL
Supersedes Rel.

3-109

Rel. 3-291
6/27/94
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H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

EXAMPLES p. 3

Action 2
02/10/1985 646 MEMO OF LAST PROD-ACTUAL /12/423-1

From the last production memo it is determined that last production was
established on Pebruary 10, 1985. Since the only source of actual productien
has ceased production, the 650 code is removed. Use in conjunction with
code 643,

02/10/1985 649 LEASE PAYING MIN ROYALTY

Lease COC60001 was issued effective August 1, 1976. When production ceased on
Pebruary 10, 1985, there was over a year and a half of the primary term
remaining. Because this lease had a well capable of producing in paying
quantities. even though production has ceased, the lease does not return to
BRASS. Lease COC6000l1 will remain on AFS in a minimum royalty status for the
remainder of its term.

02/28/1985 643 PRODUCTION DETERMINATION 12/

Use in conjunction with code 646.

07/31/1986 763 EXPIRES

Use in conjunction with 649 - LEASE PAYING MIN ROYALTY. Provides BLM with the
capability of calling these leases up and expiring them. As stated previously,
AFS does not report these leases to BLM when they expire.

From this SRP the reader can determine:

1. The lease has no production on or attributed to the lease. The
absence of a current production code alerts the reader that there is
no current production on the lease. The 646 code advises the reader
that production has ceased.

2. First production was established on the leasehold on July 25, 1978.

3. The lease account was transferred to AFS on August 3, 1978, effective
July 25, 1978, from well number 23-1. The Memo of First Production

was written om August 1, 1978.

4. Rentals at 50. per acre ceased and minimum royvalty at $1.00 per acre
or royalty began with the next lease year, August 1, 1978.

S. All or part of the lands were determined to be within the Pierce Field
KGS on September 15, 1978, and the rental rate was increased to $2.00
per acre effective lease year August 1, 1979, should any of the KGS
lands return to a rental status on BRASS.

6. Production on the lease ceased effective February 10, 1985. The Memo
of Last Production was written Pebruary 28, 1985.

7. Because the lease had a producing well on it, the lease account will
not return to BRASS; therefore, the account will remain on AFS, paying
minimum royalty at $1.00 per acre instead of $2.00 per acre rental.

8. The lease will expire July 31, 1986.

Example 1 (COC60001)

BLM MANUAL Rel. 3-291
Supersedes Rel. 3-109 6/27/9
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H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

EXAMPLE 2 [CoCannal)

Scenaria:

The lease was commibted to a CA, received alleocated production from the
Ch. the CA terminated and the lease i3 extended. The account is
transterred to APS., All or part of the lands are determined to be within
a K0S area and the rental rate is increased, effective lease year August
1, 1976, The account ia then returned to BRASS.

Action 1:

The lease is commitbted to a CA {COC12345) and first preduction is
established.

Action 2:

Last production is established and the lease is extended,

BLM MANUAL
Supersedes Rel.

3-109

Rel. 3-291
6/27/94
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H~3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

kotion 1

04/0L71577 246° LEASE COMMITTED TO CA ®OC12345;NEH-1886

Lease COCG000Z was committed to CA MRM-1886, serialized as COCLl2345, on

April 1. 1977.

05/07/1377 651  HELD BY PROD - ALLOCATED

The Memo of Pirst Production on the CA established the Eirst production date as

May 7, L977. It was determined that the well is NOT on thiz lease. There ig
ne other source of production on the lease; thersfore, a 651 code is entered.

05/07/1977 G660 MEMO OF 13T PROD - ALLOC JL1/COC12345
Code 660 ts used in conjunctieon with codes 651 and 643. Enter this code faor
each Memo of First Production indicating allocated production. This provides a
tracking system to identify the “sources" of production on the leasze. Use in
conjunction With code 643,
06/02/1977 543 PRODUCTION DETERMINATION 11!
Use in confunction with cede 660, The Memo of Pirst Production was signed and
dated June 2. [377. ’
From the SRP? the reader can determine:

1. The lease 15 a producing leasze.

Z. The primary source of producticn is allocated production,

2. The lease is commifted to CA NRM-1886, serialized as
COCL12345,

4, Firat productlien was established within the CA aon May 7, 1977, from an
off-lease wall. The Memo of First Production was written June 2,
18797,

3. The lease account was transferced to AFS on May 27, 1977, affective
May 7, 1977.

6. HRentals at 50, per acre ceased and minimum rovalty at $1.00 per acre
or royalty began with the next lease year, August 1, 1378,

7. All or pact of the lands were determined to be within the Hawkeye
Pield XG5S, Effective lease year beginning August 1, 1974, the rental
rate was increased to 57.00 per acre should any of the KG5 lands
retutn te a rental status on BRASS.

Example 2 {COCE0002)

BLM MANUAL Rel. 3-291
Supersedes Rel. 3-109 6/27/94
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H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

UsDI *= BUREMU OF LAND MANAGEMENT COLORADO STATE OFFICE
SERIAL REGISTER PAGE

GEQO STATE: COLORADOD EERIAL HO: COC 60002
CASE TYPE: 311111 OIL-GAS LEMRSE (MC. PD)
LEGAL REF: O&G LEASE (MC. PD): ACT 2/25/1920, 30 COHMMODITY: OIL & GAS

HAME ADDRESS L INTHST IMTEREST

ABC CORPORATION 4830 YOUNGPIELD ST 100.00000 LESSEE
LAREWCOD, CO 80215 |

H_ TOWN RANGE SEC SUBDIVISION SURFACE WGHT MGENCY |

23 34,08 6.0 23 FPHOT ALL
26  PROT ALL

FEIERW TOTAL ACRES: l.‘.a*.ﬂuﬂ LER S g

ACTN DATE CODE ACTION ACTION REMARKS PEND ACT

05/07/1976 124 APLH RECEIVED

0B/01/1976 B58 EFFECTIVE DATE

04/0171977 246 LEASE COMMITTED TO CA COCLZ345:HRM-1B86
05/07/1977 651 HELD BY PROD {ALLOCATED)

05/07/1977 660 MEMD OF 1ST PROD-ALLOC  /l/cocliads
06/02/1977 643 PRODUCTION DETERMIMATION [1/

06/07/1977 102 ACCOUNT TFRD TO APS EFF 5-7-77
Q7/07/1977 510 KMA CLASSIFIED HAWKEYE PIELD
08/30/1977 315 RENTAL RATE ADJUSTED 52.00:AC

STATE ENTITY ACRES
COLORADO HOHTROSE DISTRICT

COLORADO SAN JUAN RA

COLORADO ARCHULETA COUNTY

CASE DISPOSITION: 08/01/1976 AUTHORIZED

BLM MANUAL Rel. 3-291
Supersedes Rel, 3-109 6/27/94
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H-3107-1 - CONTINUA‘i‘ION, EXTENSION, OR RENEWAL OF LEASES

Action 2

06/02/1987 322 CA TERMINATED COCL2345

From the last production memo for the CA 1t was determined that the |ast
production date was June 2, 1987, and that the CA tearminated the same day,

06/02/1%87 £47 MEMD OF LAST PROD-ALLOC f2/C0C12345

From the Motice of Last Production and a gquick review of the SRP, it was
determined that thece is no other source of allocated production;: therefors,
the 651 code was removed., Enter a CA serial number in Action Remarks. Use in
conjunction with code 643.

06/30/1987 §43  PRODUCTION DETERMINATION /2/

The Memo of Last Production was signed and dated June 30, 1987. Ose in
conijunction with code 647,

From this SRF the reader can determine:

1. The lease has no production on of attributed to it. The absence of a
eurrent production code alerts the reader that thers is no current
production on the leass, The 646 code advises the reader that all
production from the CA has ceased.

2, The lease was committed to CA NRM-1886, serialized as COCl234%,
3. Purst production was established within the CA on May 7. 1877.

4. The lease account was transferred to AFS on May 27, 1977, effective
Kay 7, 1977.

3. FRentals at 50. per acre ceased and minimum royalty at £1,00 per acre
or coyalty began with the next lease year, August 1, 1978,

6. All or part of the lands were determined to be within the Hawkeye
Pield KGS. Effective lease year beginning August 1, 1978, the rental
tate was increased to $2.00 per acre should any of the KG5 lands
return to & rental status on BRASS.

7. Ch COClZ345 (NRM-1886) ceased producing and terminated on
June 1, 1387. CA COCLI145 was the only source of production on the
lease. The Memo of Last Production was signed June 30, 987,

B. As a result of the termination of the CA, the lease received a two-
year extension, through June 2, 1989.

9. [Because the lease has no production on or attributed to it and never
had a producing well on the leasehold, the lease has besn
returned to BRASS,

10. Begioning with lease year August 1, 1987, rental at £7.00 per acre
is dus ko BRASS.

Example 2 (COCS0002)

BLM MANUAL Rel. 3-291

6/27/94
Supersedes Rel. 3-109
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H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

FSDI * BUREAD OF LAND MANAGEMENT COLORADD STATE OFPICE
SERIAL REGISTER PAGE

GED STATE: COLORACO SERIAL NO: COC EO002 A
CASE TYPE: 311111 OIL-GAS LEASE (HC, PD}
LEGAL REF: QLG LEASE (NC, PD): ACT 2/25/1920, 30 COMMODITY: OIL & GAS

HAME ADDRESS % INTRST IMTEREST

ABC CORPORATION 2830 YOUNGFIELD ST 100.00000 LESSEE
LAREROOD, CO BO213

H . TOWN  RAMGE SEC SUBDIVISICON SURFACE MGHMT AGENCY

23 34.0M 6.0 23 PROT ALL
6 PROT ALL

Txxe¥  TOTAL ACRES: 1484.000 *===2

ACTN DATE  CODE ACTION ACTION REMARKS PEND ACT

05/07/1576 124 APLN RECEIVED

0BfOL/1l%76 BGE EPPECTIVE DATE

04/01/1977 246 LEASE COMMITTED TO CA COCL2345 HRM-1886
05/07/1977 650 HEHD OF 15T PROD-ALLDC  f1/CDCL2345
06/02/1977 643 PRODUCTION DETERMINATION f1/

06/07/1977 102 ACCOUNT TFRD TO AFS EPR S=7=77
07/07/15877 510 FKMA CLASSIFIED HAWEEYE FIELD
DB/30/1977 315 RENTAL RATE ADJUSTED 51.00:AC
06/02/1387 522 Ch TERMINATED COCL23435

060271987 647 MEMO OF LAST PROD-ALLOC [2/00CL2345
06/30/1987 643 PRODUCTION DETERMINATION [2/

O7/15/1367 038 ACCT TRFD AFS TO BRASS  EFP 6-2-37
07f15/1387 233 EXTENDED THROUGH 6-2-33
06/02/1389 763 EXPIRES

STATE ENTITY ACRES
COLORADQ MONTROSE DISTRICT

COLORADO SAN JUAN RA

COLORADD ARCHULETA COUNTY

CRSE DISPOSITION: 0B/01/1976 AUTHORIZED

BLM MANUAL
Supersedes Rel. 3—-109

Rel. 3-291
6/27/94
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H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

EXMMFLE 1 (COCE0003)

Scenario:

The lease 15 committed to three CA's, received allocated production from
two CA's and actual production from one. The account is transferred tao
AFS. All or part of the lands have been determined to be within a EGS
area and the rental was increased effactive lease year June 1, 1975. In
turn, =ach of the CA's ceased producing and terminated.

Action 1:

The lease is committed to the first CA (COCS6789) and received allocated
production from the CA.

Reotion 2%
The lease i3 cormitted to the second CA (COCS7B90) and is now considarsd
held by actual production as the CA well iz on the leasehaold. The leass
is committed to the third CA (COC45678) and received allocated production
from the CA.

Action 3:

Last production was established on CA COC45678. The CA terminated and the
lease was extended. Last production is established on CA COCETESO. The CX
terminated and the lease was extended.

Aetion 4:

Last production is established on CA COCS567E9. The CA terminated and the
lease was sxtended,

BLM MANUAL

Supersedes Rel.

3-109

Rel. 3-291
6/27/94
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H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

EXAMPLES p. 8
Action 1

05/01/1974 246 LEASE COMMITTED TO CA COC56789

Effective May 1, 1974, lease COC60003 was committed to CA COOS0P0877Cl01,
serial no. COC56789. Some of the old contract numbers are too long to put in
Action Remarks. Therefore, if optionally including this contract number in the
SRP, it should appear in General Remarks and be referenced with an alpha tie.
08/14/1974 651 HELD BY PROD - ALLOCATED

Enter date of first production on the CA. Prom the Memo of First Production it
is determined that the well is not on this lease. There is no other production
on this lease so the primary production code is 651.

08/14/1974 660 MEMO OF 1ST PROD - ALLOC /1/Cc0oC56789

This is based on the Memo of First Production and used in conjunction with
codes 651 and 643.

09/02/1974 643 PRODUCTION DETERMINATION 1/

Use in conjunction with code 660.

From this SRP the reader can determine:
1. The lease is producing.
2. The lease is committed to CA COC56789, effective May 1, 1974.

3. The lease is held by allocated production on CA COC56789, with first
production date of Auqust 14, 1974. The Memo of First Production
was signed on September 2, 1974.

4. The account was transferred to AFS on September 15, 1974, effective
August 14, 1974.

5. Rentals at 50. per acre ceased and minimum royalty at $1.00 per acre
or royaity began with the next lease year, June 1, 1975.

6. Part or all of the lands have been classified as being within a KGS
and the rental rate is increased to $2.00 per acre, should anr of
the KGS lands return to a rental status on BRASS.

Example 3 (C0C60003)

BLM MANUAL

Supersedes Rel.

3-109

Rel. 3-291
6/27/94
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H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

USDI * BUREAU OF LAND MANAGEMENT COLORADO STATE OFFICE
SERIAL REGISTER PAGE

GEO STATE: COLORADO SERIAL NO: coC 60003
CASE TYPE: 311211 OIL-GAS SIM LSE (PD)

+LEGAL REP: 06G SIM LSE (PD): ACT 2/25/1920, 30 U COMMODITY: OIL & GAS

NAME ADDRESS % INTRST INTEREST

ABC CORPORATION 2850 YOUNGFIELD ST 100.00000 LESSEE
LAKEWOOD, CO 80215

M TOWN RANGE BSEC SUBDIVISION SURFACE MGMT AGENCY

06 6.05 94,0 16 LOT 4,5
17 LoTr 1,7-10,15,16
20 NENE
21 N2NW

*xxxx  TOTAL ACRES: 476.100 wxxxx

ACTN DATE CODE ACTION ACTION REMARKS PEND ACT

03/22/1971 387 CASE ESTABLISHED

03/22/1971 888 DRAWING HELD

06/01/1971 868 EFFECTIVE DATE

05/01/1974 246 LEASE COMMITTED TO CA /A/COC56789
08/14/1974 651 HELD BY PROD (ALLOCATED)

08/14/1974 660 MEMO OF 1ST PROD-ALLOC /1/COC56789
09/02/1974 643 PRODUCTION DETERMINATION /1/
09/15/1974 102 ACCOUNT TFRD TO AFS EFF 8-14-74
01/04/1975 510 KMA CLASSIFIED LYON PIELD
03/10/1975 315 RENTAL RATE ADJUSTED $2.00;AC

COMMENTS:
01 /A/COCO50P0877C101

STATE ENTITY ACRES
COLORADO GRAND JUNCTION DISTRICT

COLORADO GLENWOOD SPRINGS RA

COLORADO GARFIELD COUNTY

CASE DISPOSITION: 06/01/1971 AUTHORIZED

BLM MANUAL Rel. 3-291
Supersedes Rel. 3-109 6/26/94
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H=3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Action 2

02/01/1977 246  LEASE COMMITTED TO CA  COC67890

Lease COC60003 is committed to CA CO050P0877Cl03, serialized as COC67890,
effective Pebruary 1, 1977.

03/10/1977 650 HELD BY PROD - ACTUAL

The Memo of Pirst Production for CA COC67890 indicates that the CA well is on
lease COC60003. Previously, the only source of production on this lease was
allocated; therefore, the primary production code was 651. Because actual
production takes precedence over allocated, the production code 651 is deleted
and 650 is entered using the date the actual production began.

03/10/1977 658 MEMO OF 18T PROD - ACTUAL /2/C0C67890;#20-1

Based on the Memo of First Production, code 658 is used in conjunction with the
650 code,

03/25/1977 643 PRODUCTION DETERMINATION 12/

Use in conjunction with code 643.

06/02/1977 246 LEASE COMMITTED TO CA COC45678

Lease COC60003 is committed to a third CA, GO050P0877Cl05, serialized as
C0C45678.

06/07/1977 660 MEMO OF 18T PROD - ALLOC /3/C0C45678

This entry is made based on of the Memo of Pirst Production for CA COC45678.
In this situation this code is used independently of the 651 code. This lease
now has actual production and as stated, code 650 supersedes all of the other
production codes. Because we have a 650 code, we will not enter a 651 code,
but we do enter the 660 code. as this is a new source of production.
06/30/1977 643 PRODUCTION DETERMINATION 13/
Use in conjunction with code 660.
From this SRP the reader can determine:

1. The lease is a producing lease.

2. The primary source of production is now actual.

3. The lease is now committed to three CA's: COC56789, COC67890 and
COC45678.

4., First Production was established on August 14, 1974, from CA COC56789.

BLM MANUAL Rel, 3-291
Supersedes Rel. 3-109 6/27/94
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H=-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

5.

10.

EXAMPLES p. 10

The lease account was transferred to AFS on September 15, 1974,
effective August 14, 1974.

. Rentals of 50. per acre ceased and minimum royalty at 51.00 per acre or

royalty began with the next lease year, June 1, 1975.

Actual oroduction was established from CA No. COC67890, on March 10,
1977.

The account will most likely never return to BRASS to pay rentals at an
increased rate.

. All or part of the lands have been classified as beinag within the Lyon

Pield KGS and the rental is increased to $2.00 per acre, should any of
the KGS lands return to a rental status on BRASS.

The lease now has two sources of allocated production (COC56789 and
COC45678) and one source of actual production (COC67890).

Example 3 (COC60003)

BLM MANUAL
Supersedes Rel. 3-109

Rel. 3-291
6/27/94
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USDI * BUREAU OF LAND MANAGEMENT COLORADO STATE OFFICE
SERIAL REGISTER PAGE

GEO STATE: COLORADO SERIAL NO: cCoC 60003 A
CASE TYPE: 311211 OIL-GAS SIM LSE (PD)
LEGAL REP: 0&G SIM LSE (PD): ACT 2/25/1920, 30 U COMMODITY: OIL & GAS

NAME ADDRESS % INTRST INTEREST

ABC CORPORATION 2850 YOUNGFIELD ST 100.00000 LESSEE
LAKEWOOD, CO 80215

M TOWN RANGE SEC SUBDIVISION SURFACE MGMT AGENCY

06 6.0 94.0W 16 LOT 4.5
17 Lot 1,7-10,15,16
20 NENE
21  N2NW

xxx*x TOTAL ACRES: 476.100 **xxx

---------------------------------------------------------------- -

ACTN DATE CODE ACTION ACTION REMARKS PEND ACT

03/22/1971 387 CASE ESTABLISHED

03/22/1971 888 DRAWING HELD

06/01/1971 868 EFFECTIVE DATE

05/01/1974 246 LEASE COMMITTED TO CA /A/COC56789
08/14/1974 660 MEMO OF 1ST PROD-ALLOC /1/C0C56789
09/02/1974 643 PRODUCTION DETERMINATION /1/
09/15/1974 102 ACCOUNT TFRD TO AFS EFF 8-14-T4
01/04/1975 510 KMA CLASSIFIED LYON PIELD
03/10/1975 315 RENTAL RATE ADJUSTED §2.00;AC
02/01/1977 246 LEASE COMMITTED TO CA /B/C0OC67890
03/10/1977 650 HELD BY PROD (ACTUAL)

03/10/1977 658 MEMO OF 1ST PROD-ACTUAL /2/C0C67890:$#20-1
03/25/1977 643 PRODUCTION DETERMINATION /2/
06/02/1977 246 LEASE COMMITTED TO CA /C/COC45678
06/07/1977 660 MEMO OF 1ST PROD-ALLOC  /3/C0C45678
06/30/1977 643 PRODUCTION DETERMINATION /3/

........................ -

COMMENTS:
01 /A/CO050P0877C101
02 /B/CO050P0877C103
03 /C/C0050P0B77C105
STATE ENTITY ACRES
COLORADO GRAND JUNCTION DISTRICT
COLORADO GLENWOOD SPRINGS RA
COLORADO GARFIELD COUNTY

CASE DISPOSITION: 06/01/1971 AUTHORIZED

BLM MANUAL

Supersedes Rel.

3-109

Rel. 3 291
6/27/94
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H~3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

EXAMPLES p. 11
Action 3

01/09/1984 522 CA TERMINATED COC45678
This entry was made based on receipt of the Memo of Last Production for CcA
COC45678. The last production date was established as January 9, 1984, the CA
terminated on the same day.
01/09/1984 647 MEMO OF LAST PROD-ALLOC /4/C0OC45678
This code is used each time a source of production ceases.
01/30/1984 643 PRODUCTION DETERMINATION 14/
Use in conjunction with code 647.
06/10/1985 522 CA TERMINATED CO0C67890
This entry was made based on the Memo of Last Production for CA COC67890. The
last production date was established as June 10, 1985: the CA terminated on the
same day.
06/10/1985 646 MEMO LAST PROD-ACTUAL /5/COC67890
This code 15 used each time a source of production ceases. Because all actual
production has ceased, the 650 code is removed and the 651 code entered using
the date of change.
06/30/1985 643 PRODUCTION DETERMINATION /5/
Use in coniunction with code 643.
From thiz SRP the reader can determine:

1. The lease is a producing lease.

2. The primary source of production is allocated production.

3. Pirst production was established on August 14, 1974, from CA COC56789.

4. The lease account was transferred to AFS on
September 15, 1974, effective August 14, 1974.

5. Rentals at 50. per acre ceased and minimum royalty at $1.00 per acre or
royalty began with the next lease year, June 1, 1975.

6. Actual production was established from CA No. COC67890; on
March 10, 1977.

7. The account will most likely never return to BRASS to pay rentals at an
increased rate.

8. All or part of the lands have been classified as beina within the Lyon
Field KGS and the rental is increased to $2.00 per acre, should any of
the XGS lands return to a rental status on BRASS.

BLM MANUAL

Supersedes Rel, 3~109

Rel. 3-291
6/26/94
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H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

9.

10.

11.
12,

13.

14.

EXAMPLES p. 12

CA COC45678 ceased production and terminated effective
January 9. 1984.

CA COC67890 ceased production and terminated effective
June 10, 1985.

The lease 1s now committed to one CA: COCS56789

The lease now has one source of allocated production; therefore, it
remains in an indefinite term.

The lease was extended for a period of time to be no less than through
January 9. 1986, due to the termination of COC45678.

The lease was extended for a period of time to be no less than through
June 10, 1987, due to the termination of COC67890.

Example 3 (COC60003)

BLM MANUAL
Supersedes Rel. 3-109

Rel. 3-291
6/27/94



Appendix 3, Page 27

H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

GEO STATE:
CASE TYPE:

LEGAL REF: 0&G SIM LSE (PD):

USDI * BUREAU OF LAND MANAGEMENT COLORADO STATE OFFICE

SERIAL REGISTER PAGE

COLORADO
311211 OIL-GAS SIM LSE (PD)

ABC CORPORATION

____________________________________________ e ssssss e e e e e e e — - —————————

ACTION REMARKS

M_ TOWN RANGE SEC SUBDIVISION
06 6.05 94.0W 16 LOT 4.5
17 LoT 1,7-10,15,16
20 NENE
21 N2NW
xxxxx  TOTAL ACRES: 476.100 *x%xx
ACTN DATE CODE ACTION
03/22/1971 387 CASE ESTABLISHED
03/22/1971 888 DRAWING HELD
06/01/1971 868 EFFECTIVE DATE
05/01/1974 246 LEASE COMMITTED TO CA
08/14/1974 660 MEMO OF 1ST PROD-ALLOC
09/02/1974 643 PRODUCTION DETERMINATION
09/15/1974 102 ACCOUNT TFRD TO AFS
01/04/1975 510 KMA CLASSIFIED
03/10/1975 315 RENTAL RATE ADJUSTED
02/01/1977 246 LEASE COMMITTED TO CA
03/10/1977 658 MEMO OF 1ST PROD-ACTUAL
03/25/1977 643 PRODUCTION DETERMINATION
06/02/1977 246 LEASE COMMITTED TO CA
06/07/1977 660 MEMO OF 1ST PROD-ALLOC
06/30/1977 643 PRODUCTION DETERMINATION
01/09/1984 522 CA TERMINATED
01/09/1984 647 MEMO OF LAST PROD-ALLOC
01/30/1984 643 PRODUCTION DETERMINATION
02/10/1984 235 EXTENDED
06/10/1985 522 CA TERMINATED
06/10/1985 646 MEMO OF LAST PROD-ACTUAL
06/10/1985 651 HELD BY PROD (ALLOCATED)
06/30/1985 643 PRODUCTION DETERMINATION
09/02/1985 235 EXTENDED
COMMENTS:
01 /A/CO050P0877Cl01
02 /B/CO050P0877C103
03 /C/CO0S0P0877C105
STATE ENTITY
COLORADO GRAND JUNCTION DISTRICT
COLORADOQ GLENWOOD SPRINGS RA
COLORADO GARFIELD COUNTY

CASE DISPOSITION: 06/01/1971 AUTHORIZED

ADDRESS

2850 YOUNGFIELD ST
LAKEWOOD, CO 80215

SERIAL NO:
ACT 2/25/1920, 30 U COMMODITY:

% INTRST INTEREST

100.00000 LESSEE

/A/COC56789
/1/C0C56789
/1]

EFF 8-14-74
LYON FIELD
$§2.00;AC
/B/COC67890

/2/C0C67890:#20-1

12/
/C/COC45678
/3/COC45678
13/
COC45678
/4/C0OC45678
/4/

THROUGH 1/9/86

COC67890

/5/C0C67890;#20-1

/5/

THROUGH 6-10-87

coc 60003 B

OIL & GAS

SURFACE MGMT AGENCY

PEND ACT

BLM MANUAL
Supersedes Rel. 3-109.

Rel. 3-291
6/27/94
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Page 28

H-3107-1 ~ CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

EXAMPLES p. 13
Action 4
01/02/1988 522 CA TERMINATED C0C56789
This entry was made based on receipt of the Memo of Last Production for
CA COC56789. The Last production date was established as January 2, 1988.
The CA terminated on the same day. The lease received a two-year extension
due to the termination of the CA.
01/02/1988 647 MEMO OF LAST PROD-ALLOC /6/COC56789
When CA COC56789 ceased production and terminated, the last source of
production ceased. The 651 code is also removed at this time. Use in
conjunction with code 643.
01/02/1988 649 LEASE PAYING MIN ROYALTY
Because all production has ceased on this lease, royalty from production will
no longer be due. Having had a producing well on the leasehold, the lease

will not be returned to BRASS. The lease will serve out its remaining term
in a minimum rovalty status on AFS.

01/02/1990 763  EXPIRES

Used in conjunction with 649.

01/29/88 643 PRODUCTION DETERMINATION /6/
Use in conjunction with code 647.
From this SRP the reader can determine:

1. The lease is not a producing lease.

2. First production was established on August 14, 1974, from CA
COC56789.

3. The lease account was transferred to APS on September 15, 1974,
effective August 14, 1974,

4. Rentals at 50. per acre ceased and minimum royalty at $1.00 per acre
or royalty began with the next lease year, June 1, 1975.

5. Actual production was established from CA No, COC67890, on March 10,
1977,

6. The account will most likely never return to BRASS to pay rentals at
an increased rate.

Example 3 (COC60003)

BLM MANUAL

Supersedes Rel.

3-109

Rel. 3 291
6/27/94
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H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

10.

11.

12.

13,

14,
15.

16.

EXAMPLES p. 14

All or part of the lands have been classified as being within the
Lyon Field KGS and the rental is increased to $2.00 per acre, should
any of the KGS lands return to a rental status on BRASS.

CA COC45678 ceased production and terminated effective
January 9, 1984.

CA COC67890 ceased production and terminated effective
June 10, 1985.

CA COC56789 ceased production and terminated effective
January 2, 1988.

The lease was extended for a period of time to be no less than
through January 9, 1986, due to the termination of COC45678.

The lease was extended for a period of time to be no less than
through June 10, 1987, due to the termination of COC67890.

The lease was extended for a period of time to be no less than
through January 2, 1990, due to the termination of COC56789.

There is no production on the lease as of January 2, 1988.

The lease remained on APS paying minimum royalty for the rest of its
term.

The lease expires January 2, 1990.

Example 3 (COC60003)

BLM MANUAL
Supersedes Rel. 3-109

Rel. 3-291
6/27/94



Appendix 3,

Page 30
H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

USDI * BUREAU OF LAND MANAGEMENT COLORADO STATE OFFICE

SERIAL REGISTER PAGE

GEO STATE: COLORADO SERIAL NO: cOC 60003 C
CASE TYPE: 311211 OIL-GAS SIM LSE (PD)
LEGAL REF: 0&G SIM LSE (PD): ACT 2/25/1920, 30 U COMMODITY: OIL & GAS

-------------------------------------------------------- s m - —————————

NAME ADDRESS % INTRST INTEREST
ABC CORPORATION 2850 YNGFLD, LKWD, CO 100.00000 LESSEE

M TOWN RANGE SEC SUBDIVISION SURFACE MGMT AGENCY
06 6.05 94.0W 16 LOT 4.5
17 wor 1,7-10,15,16
20 NENE
21 N2NW
*xxxx  TOTAL ACRES:  476.100 *xxxx
ACTN DATE CODE ACTION ACTION REMARKS PEND ACT
03/22/1971 387 CASE ESTABLISHED
03/22/1971 888 DRAWING HELD
06/01/1971 868 EFFECTIVE DATE
05/01/1974 246 LEASE COMMITTED TO CA /A/COC56789
08/14/1974 660 MEMO OF 1ST PROD-ALLOC /1/C0OC56789
09/02/1974 643 PRODUCTION DETERMINATION /1/
09/15/1974 102 ACCOUNT TFRD TO AFS EPF 8-14-74
01/04/1975 510 FKMA CLASSIFIED LYON FIELD
03/10/1975 315 RENTAL RATE ADJUSTED §2.00;AC
02/01/1977 246 LEASE COMMITTED TO CA /B/COC67890
03/10/1977 658 MEMO OF 1ST PROD-ACTUAL /2/COC67890:#20-1
03/25/1977 643 PRODUCTION DETERMINATION /2/
06/02/1977 246 LEASE COMMITTED TO CA /C/COC45678
06/07/1977 660 MEMO OF 1ST PROD-ALLOC /3/C0C45678
06/30/1977 643 PRODUCTION DETERMINATION /3/
01/09/1984 522 CA TERMINATED C0C45678
01/09/1984 647 MEMO OP LAST PROD-ALLOC /4/COC45678
01/30/1984 643 PRODUCTION DETERMINATION /4/
02/10/1984 235 EXTENDED * THROUGH 1-9-86
06/10/1985 522 CA TERMINATED COC67890
06/10/1985 646 MEMO OP LAST PROD-ACTUAL /5/C0C67890;#20-1
06/30/1985 643 PRODUCTION DETERMINATION /5/
09/02/1985 235 EXTENDED THROUGH 6-10-87
01/02/1988 235 EXTENDED THROUGH 1-2-90
01/02/1988 522 CA TERMINATED COCS6789
01/02/1988 647 MEMO OF LAST PROD-ALLOC /6/COC56789
01/02/1988 649 LEASE PAYING MIN ROYALTY
01/29/1988 643 PRODUCTION DETERMINATION /6/
01/02/1990 763 EXPIRES
COMMENTS:
01 /A/CO050P0877C101
02 /B/CO050P0877C103
03 /C/CO050P0877C105
STATE ENTITY ACRES
COLORADO GRAND JUNCTION DISTRICT
COLORADO GLENWOOD SPRINGS RA
COLORADO GARFIELD COONTY

CASE DISPOSITION: 06/01/1971 AUTHORIZED

BLM MANUAL

Supersedes Rel. 3-109

Rel. 3-291
6/27/94
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H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

Action

Action

Action

Action

EXAMPLES p. 15

EXAMPLE 4 (COC60004)

Scenario:

The lease 1s committed to a unit in the last year of its primary term.
Prior to the lease expiration, the initial unit well is determined to be
non-payvying on a unit basis. The lease is extended per conditions set
out in the Yates Decision. The lease later is held by location within
the producing unit. The lease is later included in two PA's.

1:

The lease is committed to the Blue Mesa Unit (COC23456X) prior to lease
expiration, and the lease is extended per conditions set out in the
Yates Decision.

2:

The Initial PA within the unit is established. The lease is outside of
the PA; all leases committed to the unit are now considered held by
production and transfterred to APS.

3:

The second PA (COC23456B) was established and the lease is included
within the PA,

4:

The third PA (COC23456C) is established based on a well on this lease.

BLM MANUAL
Supersedes Rel. 3-109

Rel. 3-231
6/27/94
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H-3107-1 -~ CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

EXAMPLES p. 16

Action 1

06/15/1983 232 LSE COMMITTED TO UNIT COC23456X;Blue Mesa

From the unit approval letter it is determined that the entire lease is
committed to the Blue Mesa Unit, serialized as C0C23456X.

07/20/1983 657 EXT BY PROD (YATES DEC) COC23456X

Lease COC60004 is due to expire July 31, 1983. The initial unit well was
determined to be non-paying on a unit basis., However, it was determined to be
capable of paying on a leasehold basis. The non-paying determination letter
stated all leases committed to the unit agreement that are due to expire are
extended per the Yates Decision. At this time the 657 code is entered on only
those leases that are held from expiration due to the Yates Decision. The
serial number of the unit is entered in Action Remarks.

From this SRP the reader can determine:

1. The lease is committed to the Blue Mesa Unit, serialized as
C0C23456X, effective June 15, 1983.

2. Conditions existed that provided for the lease to be extended per
conditions set out in the Yates Decision on July 20, 1983, The
lease will be extended by this provision until the unit terminates
or the initial PA is established.

3. Rentals are still due to BRASS at 50. per acre and must be paid in a
timely manner.

Example 4 (COC60004)

BLM MANUAL

Rel. 3-291

Supersedes Rel. 3-109 6/27/94
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H=3107-1 ~ CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

USDI * BUREAU OF LAND MANAGEMENT COLORADO STATE OFFICE
SERIAL REGISTER PAGE

GEO STATE: COLORADO SERIAL NO: coC 60004
CASE TYPE: 311111 OIL-GAS LEASE (NC, PD)
LEGAL REF: 0&G LEASE (NC, PD): ACT 2/25/1920, 30 COMMODITY: OIL & GAS

NAME ADDRESS % INTRST INTEREST

ABC CORPORATION 2850 YOUNGFIELD ST 100.00000 LESSEE
LAKEWOOD, CO 80215

M_ TOWN RANGE SEC SUBDIVISION SURFACE MGMT AGENCY

23 34.08N 6.0 29 PROT ALL
30 PROT ALL

*xxx* TOTAL ACRES: 1484.000 *=xxx

ACTN DATE CODE ACTION ACTION REMARKS PEND ACT
09/06/1972 124 APLN RECEIVED

08/01/1973 868 EFFECTIVE DATE

06/15/1983 232 LEASE COMMITTED TO UNIT COC23456X;BLUE MESA
07/20/1983 657 EXT BY PROD (YATES DEC) CO0C23456X

STATE ENTITY ACRES
COLORADO MONTROSE DISTRICT

COLORADO SAN JUAN RA

COLORADO ARCHULETA COUNTY

-------------------- - - -

CASE DISPOSITION: 08/01/1973 AUTHORIZED

BLM MANUAL

Supersedes Rel.

3-109

Rel. 3-291
6/27/94
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Page 34
H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

EXAMPLES p. 17

Action 2

09/02/1983 653 HELD BY LOC IN PROD UNIT

Enter the effective date of the initial PA. When the initial PA of the unit is
established, all of the leases committed to the unit are considered held by
production. This lease is outside of the PA and receiving no allocation, so
code 653 is the primary code.

09/02/1983 659 LOCATED IN PRODUCING UNIT /1/C0C23456X

Enter the effective date of the initial PA. In Action Remarks enter the unit
serial number. The new code represented here by the 659 code creates the
historical record of production sources. Use in conjunction with code 643.
09/20/1983 643 PRODUCTION DETERMINATION 11/

Use in conjunction with code 659.

From this SRP the reader can determine:

1. The lease was committed to the Blue Mesa Unit, serialized as
C0C23456X, effective June 15, 1983,

2. The lease was about to expire; however, on July 20, 1983, conditions
existed that provided for the lease to be extended per the Yates
Decision. Because of this extension, eleventh year rentals are due
to BRASS, in the amount of 50. per acre, on or before August 1, 1983.

3. The initial PA was established effective September 2, 1983, and the
lease was transfered to AFS on October 2, 1983, effective
September 2, 1983, Rentals of 50. per acre are still due, but now to
AFS.

4, The lease is held by the production within the unit, but has no
production on the lease or attributed to the lease.

Example 4 (COC60004)

BLM MANUAL

Supersedes Rel. 3-109

Rel. 3-291
6/27/94
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H~3107-1 ~ CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

USDI * BUREAU OF LAND MANAGEMENT COLORADO STATE OFPICE

SERIAL REGISTER PAGE

GEO STATE: COLORADO SERIAL NO: COC 60004

CASE TYPE: 311111 OIL-GAS LEASE (NC, PD)

LEGAL REF: 0&G LEASE (NC, PD): ACT 2/25/1920, 30 COMMODITY: OIL & GAS
NAME ADDRESS % INTRST INTEREST
ABC CORPORATION 2850 YOUNGFIELD ST 100.00000 LESSEE
LAKEWOOD, CO 80215
M TOWN RANGE SEC SUBDIVISION SURFACE MGMT AGENCY
23 34.0N 6.0 29 PROT ALL
30 PROT ALL
*xxxx  TOTAL ACRES: 1484.000 *xxxx
ACTN DATE CODE ACTION ACTION REMARKS PEND ACT
09/06/1972 124 APLN RECEIVED
08/01/1973 868 EFFECTIVE DATE
06/15/1983 232 LEASE COMMITTED TO UNIT COC23456X:BLUE MESA
07/20/1983 657 EXT BY PROD (YATES DEC) COC23456X
09/02/1983 653 HELD BY LOC IN PROD UNIT
09/02/1983 659 LOCATED IN PROD UNIT /1/C0C23456X
09/20/1983 643 PRODUCTION DETERMINATION /1/
10/02/1983 102 ACCOUNT TFRD TO AFS EFF 9-2-83
STATE ENTITY ACRES
COLORADO MONTROSE DISTRICT
COLORADO SAN JUAN RA
COLORADO ARCHULETA COUNTY

CASE DISPOSITION: 08/01/1973 AUTHORIZED

BLM MANUAL
Supersedes Rel. 3-109

Rel. 3-291
6/27/94
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H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

EXAMPLES p. 18

Action 3
02/02/1984 651 HELD BY PROD - ALLOCATED

From the PA approval letter and Schedule B, it is determined that the lease has
now been included within a PA. The well is not on this lease, but it is
receiving allocated production from the PA. Code 653 is removed and code 651
is entered using the effective date of the PA. The allocated production (651)
supersedes held by location in a producing unit (653).

02/02/1984 660 MEMO OF 1ST PROD - ALLOC /2/C0C23456B

Enter the effective date of the PA and the PA serial number in Action Remarks.
Production has to have been established to form a PA; therefore in this case
the establishment of the PA is the same as a Memo of Pirst Production. The
current production code identifies whether the production is actual or
allocated. Use in conjunction with codes 651 and 643.

03/01/1984 643 PRODUCTION DETERMINATION 12/
Use in conjunction with code 660.

From this SRP the reader can determine:

1. The lease is committed to the Blue Mesa Unit, serialized as
C0C23456X, effective June 15, 1983,

2. The lease was about to expire; however, on July 20, 1983, conditions
existed that provided for the lease to be extended per the Yates
Decision. Because of this extension, eleventh year rentals are due
to BRASS, in the amount of 50. per year, on or before August 1, 1983.

3. The initial PA was established effective September 2, 1983, and the
lease was transferred to AFS on October 2, 1983, effective
September 2, 1983. Rentals of 50. per acre were due to AFS for lease
year August L, 1983,

4. The lease was included within PA COC23456B on February 2, 1984,

5. The lease is a producing lease.

6. The primary source of production is allocated production.

7. Beginning with lease year August 1, 1984, rental of 50. per acre is
due on the lands outside the PA and minimum royalty or royalty is due
on those lands within the PA (the exact acreage can be determined by
looking at the SRP for the PA).

8. Part or all of the lands have been determined to be within the Burns

Field KGS and the rental rate was increased to $2.00 per acre should
any of the KGS lands return to a rental status on BRASS.

Example 4 (COC60004)

Rel. 3-291

BLM MANUAL 6/27/94

Supersedes Rel. 3-109
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H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

USDI * BUREAU OF LAND MANAGEMENT COLORADO STATE OFFICE
SERIAL REGISTER PAGE

GEO STATE: COLORADO SERIAL NO: COC 60004
CASE TYPE: 311111 OIL-GAS LEASE (NC, PD)
LEGAL REF: O&G LEASE (NC. PD): ACT 2/25/1920, 30 COMMODITY: OIL & GAS

NAME ADDRESS % INTRST INTEREST

ABC CORPORATION 2850 YOUNGFIELD ST 100.00000 LESSEE
LAKEWOOD. CO 80215

---------- el i ke e Db L L T ————

M TOWN RANGE SEC SUBDIVISION SURFACE MGMT AGENCY

23 34.0N 6.0 29 PROT ALL
30 PROT ALL

xxxxx  TOTAL ACRES: 1484.000 =xxxx

ACTN DATE CODE ACTION ACTION REMARKS PEND ACT

09/06/1972 124 APLN RECEIVED

08/01/1973 868 EFFECTIVE DATE

06/15/1983 232 LEASE COMMITTED TO UNIT COC23456X;BLUE MESA
07/20/1983 657 EXT BY PROD (YATES DEC) COC23456X
09/02/1983 659 "LOCATED IN PROD UNIT /1/C0C23456X
09/20/1983 643 PRODUCTION DETERMINATION /1/

10/02/1983 102 ACCOUNT TFRD TO AFS EFF 9-2-83
02/02/1984 651 HELD BY PROD (ALLOCATED)

02/02/1984 660 MEMO OF 1ST PROD-ALLOC  /2/COC23456B
03/01/1984 643 PRODUCTION DETERMINATION /2/

06/10/1984 510 KMA CLASSIFIED BURNS FIELD

08/02/1984 315 RENTAL RATE ADJUSTED §2.00:AC

STATE ENTITY ACRES
COLORADO MONTROSE DISTRICT

COLORADO SAN JUAN RA

COLORADO ARCHULETA COUNTY

CASE DISPOSITION: 08/01/1973 AUTHORIZED

-------------------------------------------- B L L TR ———

CASE DISPOSITION: 08/01/1973 AUTHORIZED

BLM MANUAL Relé/ggfgi
Supersedes Rel. 3-109
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H-3107-1 - CONTINUATION, EXTENSION, OR RENEWAL OF LEASES

EXAMPLES p. 19
Action 4

05/04/1985 650 HELD BY PROD - ACTUAL

From the PA approval letter, it is determined that the PA well is on the
lease. Since actual production supersedes allocated production, the 651 code
is deleted and the 650 code is entered. using the PA effective date.

05/04/1985 658 MEMO OF 1ST PROD - ACTUAL /3/C0C23456C; #30-1

Enter the PA effective date and the PA serial number and well number in Action
Remarks. Use in coniunction with codes 650 and 643.

06/03/1985 643 PRODUCTION DETERMINATION /3/
Use in conjunction with code 658.
From this SRP the reader can determine:

1. The lease is committed to the Blue Mesa Unit, serialized as
C0C23456X, effective June 15, 1983,

2. The lease was about to expire. However, on July 20, 1983, conditions
existed that provided for the lease to be extended per the Yates
Decision. Because of this extension, eleventh year rentals are due
to BRASS, in the amount of 50. per year, on or before August 1, 1983.

3. The initial PA was established effective September 2, 1983, and the
lease was transferred to AFS on October 2, 1983, effective September
2, 1983, Rentals of 50. per acre were due to APS for lease year
August 1, 1983.

4. .The lease was included within PA COC23456B on February 2, 1984.
5. The lease is a producing lease.

6. Beginning with lease year August 1, 1984, rental of 50. per acre is
due on the lands outside the PA and minimum royalty or royalty is due
on those lands within the PA's (the exact acreage can be determined
by looking at the SRP's for the PA's).

7. Part or all of the lands have been determined to be within the Burns
Field KGS and the rental rate was increased to 52.00 per acre should
any of the KGS lands return to a rental status on BRASS.

8. PA COC23456C was established based on a well number 30-1 that is on
this lease,
effective May 4, 1984,

9. The primary source of production is now actual.

Example 4 (COC60004)

BLM MANUAL Rel. 3-291
Supersedes Rel. 3-109 6/21/94



Appendix 3, Page 39
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EXAMPLES p. 20

10. This lease will most likely not return to BRASS because it has a
producina well on it.

11. Although the lease has a producing well on it, not all of the lands
are necessarily paying minimum royalty. If there are still some
lands that are not included within a PA, those lands will still pay
rentals at 50. per acre.

Example 4 (CO60004)
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USDI * BUREAU OF LAND MANAGEMENT COLORADO STATE OFFICE
SERIAL REGISTER PAGE

GEO STATE: COLORADO SERIAL NO: coC 60004
CASE TYPE: 311111 OIL-GAS LEASE (NC. PD) )
LEGAL REF: 0&G LEASE (NC, PD): ACT 2/25/1920, 30 COMMODITY: OIL & GAS

NAME ADDRESS % INTRST INTEREST

ABC CORPORATION 2850 YOUNGPIELD ST 100.00000 LESSEE
LAKEWOOD, CO 80215

M TOWN RANGE SEC SUBDIVISION SURFACE MGMT AGENCY

23 34.0N 6.0 29 PROT ALL
30 PROT ALL

RxxxX TOTAL ACRES: 1484.000 *xxxx

ACTN DATE CODE ACTION ACTION REMARKS PEND ACT

09/06/1972 124 APLN RECEIVED

08/01/1973 868 EFFECTIVE DATE

06/15/1983 232 LEASE COMMITTED TO UNIT COC23456X:BLUE MESA
07/20/1983 657 EXT BY PROD (YATES DEC) COC23456X
09/02/1983 659 LOCATED IN PROD UNIT /1/C0C23456X
09/20/1983 643 PRODUCTION DETERMINATION /1/

10/02/1983 102 ACCOUNT TFRD TO AFS EFF 9-2-83
02/02/1984 660 MEMO OF 1ST PROD-ALLOC /2/COC23456B
03/01/1984 643 PRODUCTION DETERMINATION /2/

06/10/1984 510 EKMA CLASSIFIED BURNS FIELD
08/02/1984 315 RENTAL RATE ADJUSTED $2.00;AC
05/04/1985 650 HELD BY PROD (ACTUAL)

05/04/1985 658 MEMO OF 1ST PROD-ACTUAL /3/C0C23456C;:#30-1
06/03/1985 643 PRODUCTION DETERMINATION /3/

STATE ENTITY ACRES
COLORADO MONTROSE DISTRICT

COLORADO SAN JUAN RA

COLORADO ARCHULETA COUNTY

---------------------------- —————— - ———— -

CASE DISPOSITION: 08/01/1973 AUTHORIZED
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ADDITIONAL GUIDANCE

s Svecial or Unique Situationg

Over the life of a lease a number of special or unique situations or actions
may occur. Thase may be a result of unique drilling or production conditions,
special leass or agreement requirements, or in scme cases, actions which were
taken either in error or not in conformance with the existing program policy.
Although abstracting and coding of lease data may reveal unusual situations or
errors that may need corrective actions, such corrective actions are not
necessary for the entry of data. Whether such situations result from error or
unusual conditions, the lease coding needs to follow the data standards as
closely as possible in order to maintain data consistency. In those instances
where additional information not specifically required by the instructions is
deeded necessary to raflect the unique or unusual actions that took place,
this information should be included in the Ganeral Remarks. An alpha tie in
Action Remarks, with a brief statement made in General Remarks explaining the
nature of the unique or unusual action or situation.

[] Documentatjon Miesing from Case File

In scme cases the standard documentation required for data entry is not in the
case file. This may occur because either the original document is missing
from the case file or the documantation may never have been required to be
creatad for such actions. In such instances, the case abstractor needs to
make a best sstimate of when the action took place or should have taken place,
and then ma a brief explanation in General Remarks. As an example, assume a
producing lease case file has no first production memo because either it is
missing or it was not required for the lease (such as for prospecting permit
leases). In such an example, the appropriate historical first production code
(Action Code 658 or 660) should be entered with an alpha tie in Action Remarks
to General Remarks. Examplea of an explanatory note to include in General
Remarks are "/A/ Pirst production memo missing from file, first production
date based on District’s individual well records® or "/A/ First production
memo not raquired for prospecting permit lease, first production date based on
lease issue date being the same as discover date.®

Prody o o eages re ed or Pa a Aas
Whon the productiv. portions of a lease are segregated or partially assigned
out, the appropriate current production Action Code 650, 651, or 653 should be
removed. However, all the other production codes, including cessation codes,
should remain on the parant lease for historical information. For those
historical production codes that remain on the parent lease but which no
longer apply to the lands remaining, an alpha tie in Action Remarks to General
Remarks should explain that the lands covering this action have been
transferred, specifying the lease serial number to which they have been
transferred. The new lease created by the segregation or assignment, that
includes the productive or formerly productive lands, should be coded with the
appropriate current production status codes and historical codes using the
data standard instructions.

Marginally Productive Wells
Tho first production memo for a marginally producing well may indicate a well
completion date but not a determination that the well is capable of producing
in paying cuantities. When this occurs, existing policy requires a eubsequent
report to be written stating whether the well is capable of producing in
paying quantities. In these instances, do not enter a first production code
based on the first production memo, but enter the date indicated in the
subsequent report that the well is considered capable of production in paying
quantities. This guidance applies to Action Codes 650, 651, 658, and 660.\
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In some rare instances production-related actions may occur prior to the
effactive date of a lease. For instance, in some cases a CA first production
memo or PA approval may apply to lands before they are lease. In such a case,
the lease cannot be considered capable of production by such actions prior to
the lease being issued. In this case, the date to use for the appropriate
production code would be the lease effective date. This same principal
applies to all other production-related lease codes. No code’s action date is
to occur prior to the lease effactive date.
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The term also refers to documents whose subject lines do not specifically
indicate first production memorandum. Equivalents of first production
memoranda include final approvals for secondary recovery units, approvals
concerning participating areas (PA) in exploratory units whether the
initial PA or a revision/consolidation to a PA, and joinders. Unit
segregations and partial assignments where the production scurce is now
located on the newly created lease require the entry of the appropriate
historical and production status codes into Case Recordation.

- H -

nit: a lease that is fully committed to a
producing unit but is not located within a participating area.

-J -

loinder: a legal instrument which, when executed, commits the interest of the

signatory party to the unit agreement and, in the case of a working
interest owner, to the unit operating agreement.

- L -

L ul £ valent: a memorandum prepared
when the last producible well on or allocated to a lease or
communitization/unitization agreement ceases production in paying
quantities., Thies term also refers to documents whose subjact lines do not
specifically indicate last production memorandum. Equivalents of last
production memoranda include approvals concerning the termination of
participating areas or communitization/unitization agreements, and unit
contractions. Unit segregations and partial assignments, where the
production source is no longer located on the base lease, alsc require an

entry in Case Recordation explaining the production source has transferred
to another leasae.

: when actual production ceases on a lease that
is still in its primary or fixed term, the lease remains subject to minimum
royalty and will not revert to a rental (terminable) status for the life of
that lease. As a result, the code 649 - LEASE PAYING MIN RLTY, should be
entered in Case Recordation.

-0 =

valent: see first production memorandum and/or last production
memorandum. This term refers to memoranda whose subject line does not
specifically indicate first or last production, but whose function serves
the same purpose. The equivalent of a first production memorandum may be a
PA approval memorandum. Other equivalents may be a PA consolidation or
revision memorandum.

- P =

: separate participating areas of a unit
agreement are often established for the same producing horizon when there
is uncertainty as to whether the production is continuous between the two
areas. These separate participating areas are consclidated or combined if
subsequent information shows them to be producing from a common reservoir.

BLM MANUAL
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t an agreement or plan for development and operation which
provides for the recovery of oil and/or gas from the lands made subject to
it as a single consolidated entity without regard to separate ownerships
and for the allocation of costs and benefits on a basis defined in the
agreement or plan.

unit contraction: a unit area may contract either by voluntary action by the
unit operator or automatically under the terms of the unit agreement. If
after unit approval, additional drilling, production, or geophysical data
show that portions of the unit area are not within the limits of the oil
and/or gas reservoir, the operator may apply to have the lands contracted
out of the unit area. Lands within a unit area are automatically
contractad down to the established participating areas either 5 years after
the formation of the first participating area, or with continuocus
developmant activities, a maximum of 12 years after the formation of the
first participating area.

unit expansion: when applying for a unit agreement, the cperator proposes a
unit area representing a potential oil and/or gas structure or reservoir
based on the geclegic, geophysical, production, and engineering data
available. The authorized officer designates a logical unit area prior to
approval of the unit. After unit approval, drilling and production
activities and additional geophysical work may show that the limits of the
oil and/or gas structure may extend past the unit boundaries. If the
operator submits an application for expansion of the unit area and the
authorizad officer agrees with the proposal, the unit is expanded.

: the separation of a Federal lease into two individual
leases as a result of unitization. Any lease that covers lands within and
outside a unit area that is committed to a unit agreement shall be segregated
into separate leases in accordance with the Mineral Leasing Act of 1920, as of
the effective date the approval of the unit agreement. One lease will include
the committed lands and the other lease will include the lands cutside the
unit boundary (43 CFR 3107.3-2).
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Listing of ALMRS (Case Recordation) Data Element (DE) 1775 and 2910
Action Codes Applicable to Handbook 3107-1 for CaseTypes 310771, 310781, and
Other Fluid Lease Case Types*

DE 1775 DE_2910

001 Apln Recd/Case Established@# 387 Case Established@#

057 Notice Sent-Prod Status# 102 Notice Sent-Prod Status#

058 Notice Sent-Nonprod Stat# 058 Notice Sent-Nonprod Stat#

092 Refund Authorized 379 Refund Authorized

094 Rental Received 111 Rental Received

102 Royalty Rate - 12 1/2 s%# 530 Royalty Rate - 12 1/2 %#

176 Authorization Issued# 237 Lease Issued#

225 Effective Date# 868 Effective Date#

258 Extended# 235 Extended#

622 Renewal Application Filed@# 314 Renewal Application Filed@#
623 Renewed/Readjusted# 242 Lease Renewed#

643 Production Determination# 643 Production Determination#

644 Memo of PFirst Prod-Actual# 658 Memo of First Prod-Actual#
645 Memo of First Prod-Alloc# 660 Memo of First Prod-Alloc#

646 Memo of Last Prod-Actual# 646 Memo of Last Prod-Actual#

€47 Memo of Last Prod-Alloc# 647 Memo of Last Prod-Alloc#

648 Ext by Prod on Assoc Lease# 648 Ext by Prod on Assoc Lease#
649 Lease Paying Min Royalty# 649 Lease Paying Min Royalty#

650 Held by Production-Actual# 650 Held by Production-Actual#
651 Held by Production-Allocated# 651 Held by Production-Allocated#
653 Held by Location in Prod Unit# 653 Held by Location in Prod Unit#
654 Located in Producing Unit# 659 Located in Producing Unit#
657 Ext by Prod (Yates Decision)# 657 Ext by Prod (Yates Decision)#
762 Expired# 234 Expired#

763 Expires# 763 Expires#

790 Terminated# 244 Terminated#

970 Case Closed# ’ 970 Case Closed#

* See official fluid leasing data standards for complete listing.
@ Pending Action Required.
# Mandatory Use of Action Code Required.
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